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Announcement 
34-10790 Central Market System 
The Commission announced the 
names of those persons who have 
agreed to serve as members of the 
Commission’s Advisory Committee 
on the Implementation of a Central 
Market System, following comple- 
tion of the requirements of the 
Federal Advisory Committee Act. 


Enforcement 
34-10785 John J. O’Kane Jr. & Co. 
Administrative proceedings order 
alleges violations of Rule 15c2-11 
in connection with submission and 
publication of quotes in National 
Daily Quotation Service. 

Steed Industries, Inc., et al. 

SEC sues Steed and nineteen 
individuals in alleged thirteen 
million dollar pyramid scheme. 
Steed consents to temporary re- 
straining order. Receiver, ac- 
counting and disgorgement of 
profits sought. 

Fleurette, Inc. 

Six defendants sentenced for vio- 
lations of the federal securities 
law in connection with the offer 
and sale of the common stock of 
Fleurette, Inc. 

Rio De Oro Mining Company, et al., 

Richard T. Cardall, et al., John J. 

Badger, et al., Jay Victor Miller and 

Charles P. Murano., et al. 


LR-6351 


LR-6355 





The Department of Justice; C. 
Nelson Day, the United States 
Attorney for the District of Utah; 
the Internal Revenue Service; 

and the SEC jointly announced the 
above indictments alleging vio- 
lations of various securities and 
other Federal statutes. 


Proposed Amendments to Rules 

5-02.3 and 5-02.6 of Regulation S-X 
Commission issued for public com- 
ment proposed amendments to 
Regulation S-X providing for dis- - 
closures related to Defense and 
other Long-Term Contract activities 
and of other significant accounting 
policies related to inventories. 

Consolidated Tape Plan 
Notice of Commission action de- 
claring effective a Consolidated 
Tape Plan filed pursuant to Rule 
17a-15. 

Proposed Amendment to Rule 

17a-15 
Commission issued for public com- 
ment proposed amendment to Rule 
17a-15 to provide the reporting of 
prices and volume of completed 
transactions with respect to securi- 
ties registered on exchanges. 


34-10787 


34-10788 
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SECURITIES ACT OF 1933 
Release No. 5492/May 6, 1974 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 10775/May 6, 1974 


NOTICE OF PROPOSED AMENDMENTS TO RULES 
5-02.3 AND 5-02.6 OF REGULATION S-X PROVIDING 
FOR DISCLOSURES RELATED TO DEFENSE AND 
OTHER LONG-TERM CONTRACT ACTIVITIES AND 
OF OTHER SIGNIFICANT ACCOUNTING POLICIES 
RELATED TO INVENTORIES (File No. S7-523) 


(Comment Period Expires July 15, 1974) 
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The Commission today issued for public comment proposed 
amendments to Rules 5-02.3 and 5-02.6 of Regulation S- 

X which would require more detailed disclosure of the 
components of accounts receivable and inventories and the 
accounting policies and assumptions upon which the 
amounts are based. 


These proposals are made as part of a continuing effort to 
obtain improvements in the quality of financial statement 
disclosures made by registrants. The principal thrust of the 
curr2nt proposals is directed toward meaningful disclosure 
of long-term contract activities. Such activities are tradi- 
tionally characterized by greater degrees of risk and un- 
certainty than are manufacturing and service operations, and 
accordingly the disclosures required related to such activi- 
ties must be more comprehensive in order to enable investors 
to appraise such risks. 


In Securities Act Release No. 5263 dated June 22, 1973, 
the Commission urged corporate managers to review their 
policies with respect to corporate disclosure on defense and 
other long-term contracting activities to assure that ade- 
quate disclosure policies were followed and emphasized the 
responsibility of registrants and their professional advisors 
for prompt and adequate disclosure. Based upon experience 
gained since that release, it appears necessary and appro- 
priate to expand the rules set forth in Regulation S-X to 
call for disclosure of greater detail in certain critical areas, 
particularly with respect to the nature of costs accumulated 
in inventories, the effect of cost accumulation policies on 
cost of sales, and the effect of revenue recognition prac- 
tices on receivables and inventories. 


Summary of Proposed Amendments 


Rule 5-02.3, Accounts and notes receivable, is proposed to 
be expanded by the addition of three subparagraphs which 
deal with retainage under contracts, unbilled (and often 
currently unbillable) receivables and contract claims. These 
three subparagraphs call for separate disclosure of the 
amounts involved, the prerequisites for billing unbilled 
receivables (subparagraph (f)) and the components of 
claims included in receivables (subparagraph (g)). Each of 
these types of receivables has different risk and liquidity 
characteristics from other receivables and the proposed 
disclosures appear appropriate for disclosing those character- 
istics. Subparagraph (b) of Rule 5-02.3 is modified to make 
clear the requirement for disclosure of receivables expected 
to be collected after one year as well as those maturing 
after one year. 


Rule 5-02.6 is proposed to be amended to call for details 
regarding work-in-process inventories relating to long-term 
contracts or projects. Such contracts or projects are 
defined to include all those for which gross profits are 
recognized on a percentage-of-completion, total program 
or other similar basis and any other contracts which have 
been or are expected to be in process for more than 
twelve months. Although not required, there is no ob- 
jection to including information regarding contracts of 
shorter duration. 


It is recognized that inventories relating to long-term con- 


tracts or programs may include amounts which have sub- 
stantially different risk and liquidity characteristics than 
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other work-in-process inventories. Proposed Rule 5-02.6 
(d) (i) calls for disclosure of amounts included in inven- 
tory which are expected to be matched against future 
orders and the assumptions underlying the deferral of such 
costs.. Rule 5-02.6(d) (ii) is concerned with “claims” and 
the components of such amounts. Rule 5-02.6(d) (iii) 
requires disclosure of amounts of manufacturing cost 
carried forward on a “learning curve” concept. 


Proposed Rule 5-02.6(d) (iv) calls for disclosure of the 
amount of progress payments netted against inventory. 
Such disclosure is considered necessary for readers to 
obtain an understanding of the magnitude and financing 
method of uncompleted projects. 


Proposed Rule 5-02.6(d) (v) calls for disclosure of the 
amount of inventory title to which is vested in customers 
because the related assets are not available to the creditors. 


The accompanying proposal also includes as proposed 
Rule 5-02.6(b) a revision of certain changes previously 
proposed as part of Securities Act Release No. 5427, dated 
October 4, 1973. Essentially, the earlier proposal is 
modified to require additional disclosure of the amounts 
of costs generally classified as general and administrative 
expense or research and development incurred during the 
year and charged to the inventory account. This modifi- 
cation is designed to provide data which would allow 
meaningful’ comparisons to be made between companies 
which treat such items as inventoried costs and those 
which treat such items as period costs. Since comments 
received in response to Securities Act Release No. 5427 
are presently being evaluated, it is the modification of 
proposed Rule 5-02.6(b) about which the Commission 
presently desires comment. 


As noted in the accompanying rule proposals, Rule 5-02.6 
(c), as proposed in Securities Act Release No. 5427, is not 
changed by the current proposals. Comments on this 
paragraph are still being considered, and no conclusions 
have been reached regarding the earlier proposal. 


The rules proposed herein would apply to disclosure in 
financial statements filed with the Commission. Registrants 
and their independent public accountants must make the 
determination as to what information regarding such 
matters is required to constitute satisfactory financial 
statement disclosure under generally accepted accounting 
principles. 
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In order to assist in understanding the nature of the dis- 
closures contemplated in the accompanying rule proposals, 
an illustrative presentation is attached as an exhibit to this 
release. The inclusion of this exhibit does not imply that 
other styles of presentation are not equally acceptable and 
is not intended to stifle innovation in presenting relevant 
data in a meaningful way. Rather, it is included in the 
belief that it may facilitate evaluation of rule proposals. 






These amendments are proposed to be made pursuant to 
authority conferred on the Securities and Exchange Com- 

mission by the Securities Act of 1933, particularly Sections 
6, 7, 8, 10 and 19(a) thereof and the Securities Exchange 
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Act of 1934, particularly Sections 12, 13, 15(d) and 23(a) 















































cluded in inventory if such elements are other than 





thereof. materials, labor and factory overhead directly attributable 
to goods currently in inventory (e.g., contract claims, 

The text of the proposed amendments is attached, with retained costs, administrative cost, etc.), and the method 

proposed amendments underscored. by which costs are removed from inventory (e.g., “average 


cost,” “first-in, first-out,” “last-in, first-out,” “projected 
average cost per unit”). If the basis is “market,” describe 
the method of determining “market” if other than current 
All interested persons are invited to submit their views and replacement cost. If any (1) general and administrative 
comments on the foregoing proposal to amend Rules 5-02. costs or (2) research and development costs (exclusive of 

3 and 5-02.6 of Regulation S-X in writing to the Secretary, customer sponsored research and development) are charged 
Securities and Exchange Commission, Washington, D. C. to inventory, the amounts of each incurred in each period 
20549, on or before July 15, 1974. Such communications shall be stated in a note, and the amounts of each remaining 
should refer to File No. S7-523. All such communications in inventory at the end of each period shall. be stated. 
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will be available for public inspection. (Last sentence deleted. See next paragraph.) 
By the Commission. (In this proposed Rule 5-02.6(b), material with a single 
underscore was originally proposed in Securities Act Re- 
George A. Fitzsimmons lease No. 5427 and double underscore represents new 
Secretary proposed material.) 
| Rule 5-02.3. Accounts and notes receivable.-- (c) No change in paragraph (c) as proposed in Securities 
Act Release No. 5427. Comments on this paragraph are 
(a) Unchanged still being considered. 
(b) If receivables maturing or expected to be collected (d) For purposes of this rule, long-term contracts or pro- 
after one year are included here under a longer current jects include all contracts or projects for which gross pro- 
operating cycle (see Rule 3-11), state in a note to the fits are recognized on a percentage-of-completion, total 
financial statements the amount thereof and, if practicable, | program or other similar basis and any other contracts or 
the amounts maturing or expected to be collected in each projects which have been or are expected to be in process 
year. Interest rates on major receivable items maturing for more than twelve months. Contracts or projects of 
after one year, or classes of receivables so maturing, shall shorter duration may also be included, if deemed appro- 
be set forth, or an indication of the average interest rate, priate. For all long-term contracts or projects, the follow- 
or the range of rates, on all receivables shall be given. ing information, if applicable, shall be stated in a note to 


the financial statements: 
(c) and (c) Unchanged 


vw 


(i) The amount of costs included in inventory which is 
(e) /f receivables include amounts representing retainage not expected to be absorbed in cost of sales based on 
under contracts, state the amount thereof either in the existing firm orders, the basis on which such co&ts are to 
balance sheet or in a note to the financial statements. be absorbed, and the principal assumptions underlying the 
deferral of such costs; 
(f) /f receivables include amounts which had not been 
billed to customers at the date of the balance sheet for (ii) The amount of costs included in inventory associated 
nts reasons other than the normal operation of a periodic with claims for amounts in excess of current contract 
| billing system, state separately the amount thereof and, in amounts included in the expectation of recovery pursuant 
a note to the financial statements, describe the prerequisites to escalation, repricing, change orders or similar contract 
for billing. provisions or in expectation of the outcome of other 


j negotiations not yet completed and the components there- 
(9) /f receivables include claims for amounts in excess of _ of: 


current contract amounts included in expectation of re- 


| covery pursuant to escalation, repricing, change orders, or (iii) The amount by which accumulated manufacturing 
similar contract provisions, or in expectation of the outcome costs incurred in connection with units recognized as sold 
of other negotiations not yet completed, the amount and by the balance sheet date exceeds amounts charged to 
Is, the components thereof shall be disclosed in a note. cost of sales for these units. 
‘is 
t Rule 5-02.6 Inventories. -- (a) State separately here, or in (iv) The amount of progress payments netted against 
nd a footnote referred to herein, if practicable, the major inventory at the date of the balance sheet; and 
7 Classes of inventory such as (1) finished goods; (2) work in 
| process relating to long-term contracts or projects (see (d) (v) The aggregate carrying amount of items included in 
below and Rule 3-11); (3) other work in process (see Rule inventory, title to which is vested in customers pursuant 
311); (4) raw materials; and (5) supplies. to progress payment or similar arrangements. 


(b) The basis of determining the amounts shall be stated. EXHIBIT 
If the basis is “cost,” describe the method of determining 
cost. This description shall include the cost elements in- 


ions 
The following hypothetical example is furnished to illus- 
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trate the character and detail of the disclosures which 
might be furnished in response to Rules 5-02.3 and 5-02.6 
of Regulation S-X as amended by the proposal contained 
in the accompanying Release. The illustration is provided 
to assist in understanding and evaluating the proposals. 
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XYZ Company and Subsidiaries Consolidated Balance 
Sheets at December 31, 





1974 1973 
(000 omitted) 
ASSETS 
CURRENT ASSETS: 
Cash $ 438 $ 627 
Accounts receivable: 
Trade and other receivables, 
net of allowance for uncollectible 
accounts of $38,000 in 1974 
and $36,000 in 1973 2,846 2,396 
Long-term and other contracts 
(notes 1 and 2) 18,985 19,036 
Total accounts receivable 21,831 21,432 
Contracts in process and 
inventories, net of progress 
payments (notes 1 and 3) 6,278 6,257 


Prepaid expenses 46 27 
Total current assets 28,593 28,343 





Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES 


Revenue Recognition. Sales of commercial products and 
sales to the United States Government under fixed-price 
and fixed-price incentive contracts are recognized in the 
accounts as deliveries are made. Sales under cost-re- 
imbursement contracts are recorded as costs are incurred 
and include estimated earned fees in the proportion that 
costs incurred to date bear to total estimated costs. The 
fees under certain Government contracts may be increased 
or decreased in accordance with cost or performance 
incentive provisions which measure actual performance 
against established targets or other criteria. Such incentive 
fee awards or penalties are included in sales at the time the 
amounts can be determined reasonably. 


Inventories. \nventories, other than work in process 
relating to long-term contracts, are stated at the lower of 
cost (principally first-in, first-out) or market. Work-in- 
process representing accumulated costs on uncompleted 
contracts is stated at the actual production cost incurred 
including factory overhead, tooling, development, pre- 
production and general and administrative costs to date 
reduced by amounts identified with revenue recognized on 
units delivered or progress completed. Work-in-process is 
further reduced by charging any amounts in excess of 
estimated relizable value to cost of sales. The costs attri- 
buted to units delivered or progress completed are based 
on the estimated average costs of all units to be produced 
and are determined under the learning curve concept 
which anticipates a predictable decrease in unit costs as 
tasks and production techniques become more efficient 
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through repetition. 


In accordance with industry practice, inventories include 
amounts relating to programs having production cycles 
longer than one year and a portion thereof will not be 
realized within one year. 


NOTE 2- ACCOUNTS RECEIVABLE 
The following tabulation shows the component elements 
of accounts receivable from long-term and other con- 


tracts: 


1974 1973 
(000 omitted) 


U. S. Government: 








Billed $ 7,136 $ 6,532 

Recoverable costs and ac- 

crued profit on units delivered 

or progress completed - 

not billed 4,173 3,791 

Unrecovered costs and accrued 

profit in excess of contract 

amounts - not billed 1,468 1,735 

12,777 12,058 
Other Contracts: 

Billed 1,937 3,442 

Recoverable costs and accrued 

profit on units delivered or 

progress completed - not billed 1,293 364 

Retainage, due upon completion 

of contracts 2,441 2,279 

Unrecovered costs and accrued 

profit in excess of contract amounts 

- not billed 537 893 
$1 8,985 $19,036 


The balances billed but not paid by customers pursuant 
to retainage provisions under construction contracts will 
be due upon completion of the contracts and acceptance 
by the owner. The retention balances at December 31, 
1974 are expected to become due and payable as follows: 
$270,000 in 1975, $845,000 in 1976 and the balance in 
1977. 


Recoverable costs and accrued profit not billed comprise 
principally amounts of revenue recognized on contracts for 
which billings had not been presented to the contract 
owners at balance sheet date. It is anticipated such un- 
billed amounts receivable from the U.S. Government at 
December 31, 1974 will be billed and collected within 
approximately sixty days. The unbilled accounts re- 
ceivable applicable to Other Contracts are billable upon 
completion of performance tests which are expected to 

be completed in September 1975. 


Unrecovered costs and accrued profit in excess of balance 
sheet date contract amounts, the principal amount of 
which is expected to be billed and collected within one 
year, consist of the following elements: 
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1974 1973 
(000 omitted) 


U. S. Government Contracts 
Amounts due under price revision 
provisions of incentive contracts $ 
Excess of estimated or proposed 
over provisional price 14 19 
Estimated amounts due under 


76 $ 38 








unpriced change orders 1,378 1,678 
1,468 1,735 
Other Contracts: 
Estimated amounts due under 
unpriced change orders 537 893 
$ 2,005 $ 2,628 


NOTE 3- INVENTORIES 


Contracts in process and inventories are classified as follows: 


December 31 


———— 














1974 1973 
(000 omitted) 
Finished goods $ 3,822 $ 3,705 
Work in process, representing 
accumulated costs on long-term 
contracts, net of amounts attributed 
to revenues recognized to date 2,292 2,368 
Other work in process 738 947 
Raw materials 453 383 
Supplies 112 71 
7,417 7,474 
Deduct progress payments and 
advances 1,139 1,217 
$6,278 $ 6,257 


The accumulated costs on long-term contracts include un- 
recovered costs in excess of contract amounts of $63,000 
and $41,000 on uncompleted contracts and $28,000 and 
$37,000 applicable to contracts under which all goods 

or services have been completed at December 31, 1974 and 
1973, respectively. The principal amount of such un- 
recovered costs represents claims asserted against customers 
for amounts incurred as a result of faulty materials fur- 
nished by the customer which in turn caused delays in 
performance under the contract. In the opinion of manage- 
ment these costs will be recovered by contract modifica- 
tion or litigation. 


The following cost elements are included in work-in-process 
related to long-term contracts: 


December 31, 


1974 1973 
(000 omitted) 


Manufacturing and production costs 


of goods currently in process $1,223 $ 844 
Excess of manufacturing or pro- 

duction cost of delivered units 

over the estimated average 

cost of all units to be produced 847 1,293 


General and administrative costs 41 26 
Initital tooling and other non- 









recurring costs 48 56 
Development and pre-production 
costs 133 149 





$ 2,292 $ 2,368 


Prior to 1974, the Company’s NX-4C commercial aircraft 
program was in the early high-cost period. During the ini- 
tial years of the program, the cost of units produced ex- 
ceeded the sales price of the delivered units and the esti- 
mated average unit cost of all units to be produced under 
the program. The estimated average unit cost is predicated 
on the assumption that production costs (principally labor 
and materials) will decrease as the project matures and ef- 
ficiencies associated with increased volume, improved pro- 
duction techniques and the performance of repetitive tasks 
(the learning curve concept) are realized. 


Recovery of deferred production and other start-up costs 
is dependent on the number of aircraft ultimately sold and 
actual selling prices and production costs related to future 
transactions. Sales significantly under estimates or costs 
significantly over estimates could result in the realization 
of substantial losses on the program in future years. Reali- 
zation of approximately $721,000 of the gross commercial 
aircraft inventories at December 31, 1974 is dependent on 
receipt of future firm orders. 


Based on studies made by and on behalf of the Company, 
management believes there exists for this aircraft a market 
for over 250 units, including deliveries to date, with pro- 
duction and deliveries continuing at a normal rate to at 
least 1980. At December 31, 1974, 117 aircraft had been 
delivered under the program, and the backlog included 64 
firm unfilled orders and options for 43 units. 


During 1974, $251,000 of general and administrative ex- 
pense and $33,000 of research and development expense 
were incurred and charged to inventories. Comparable 
amounts in 1973 were $238,000 and $42,000, respectively. 


Title to certain inventories and contracts in progress is 
vested in the United States Government pursuant to con- 
tract provisions related to progress payments. Such 
amounts were $1,743,000 and $1,347,000 at December 
31, 1974 and 1973, respectively. 





SECURITIES ACT OF 1933 
Release No. 5493/May 6, 1974 


TEMPORARY SUSPENSION OF THE REGULATION A 
EXEMPTION OF PETROLEUM ENERGY INVESTORS, 
LTD. 


The Securities and Exchange Commission has issued an 
order temporarily suspending the Regulation A exemption 
from registration under the Securities Act of 1933 with 
respect to the offer and sale of limited partnership units 

in Petroleum Energy Investors, Ltd. (“Petroleum”) of Palo 
Alto, California. Miller Management Services, Inc. (“MMS”) 
of Palo Alto, California, was to act as general partner for 
Petroleum. 
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Pursuant to a notification filed on July 18, 1973, MMS 
offered 100 limited partnership units at $5,000 per unit for 
an aggregate of $500,000. According to the order, the Com- 
mission has reason to believe that: (a) the notification and 
offering circular of MMS contain untrue statements of 
material facts and omit to state material facts necessary in 
order to make the statements made, in the light of the cir- 
cumstances under which they were made, not misleading, 
particularly with respect to, among other things, the failure 
to disclose all promoters and affiliates; the failure to dis- 
close a temporary restraining order and subsequent pre- 
liminary injunction against the issuer and its president; the 
failure to disclose the sale of unregistered securities; (b) the 
terms and conditions of Regulation A have not been com- 
plied with, particularly with respect to the unavailability 

of the Regulation A exemption under the provisions of 
Rule 252(c) (4) and Rule 252(d) (2) in that MMS, Follis 

O. Miller, and Sant Pallan, an affiliate of MMS, are subject 
to a decree of a court of competent jurisdiction of the State 
of California preliminarily enjoining and restraining such 
persons from engaging in any violations of the California 
Securities Act; and (c) the proposed offering, if made, 
would be in violation of Section 17 of the Securities Act of 
1933, as amended. 





SECURITIES ACT OF 1933 
Release No. 5494/May 7, 1974 


Admin. Proc. File No. 3-4410 
In the Matter of 


OLYMPIC PETROLEUM CORPORATION 
6211 W. Northwest Highway 

Preston Tower, Suite 254 

Dallas, Texas 

(20-1826A5) 


ORDER PERMANENTLY SUSPENDING REGULATION 
B EXEMPTION 


Olympic Petroleum Corporation (“issuer”) filed an offering 
sheet with the Commission for the purpose of obtaining an 
exemption from the registration requirements of the Securi- 
ties Act, pursuant to Section 3(b) of that statute and 
Regulation B thereunder with respect to a public offering 
of working oil and gas interests. 


The Commission's order temporarily suspending tne ex- 
emption alleged, among other things, that the issuer: 


1. Offered and sold the aforementioned interests before 
any offering sheet was effective as to them; 


2. Failed to disclose in its offering sheet that the issuer’s 
controlling person had been enjoined by a federal court 
from further violations of the securities laws; and 


3. Failed to file reports on Form 1-G as required. 


The temporary order stated that if no hearing were re- 


266/SEC DOCKET 





quested within 30 days on the issue whether the suspen- 
sion order should be vacated or made permanent, and if 
none were ordered by the Commission, the temporary 
order would become permanent. The issuer asked for a 
hearing and for an extension of time. Both requests were 
granted. Subsequently, however, it withdrew its request 
for a hearing. Under these circumstances, a permanent 
suspension is appropriate. 


Accordingly, 1T IS ORDERED, pursuant to Rule 336 of 
Regulation B under the Securities Act of 1933, that the 
exemption from registration in regard to the above public 
offering by Olympic Petroleum Corporation be, and it 
hereby is, permanently suspended. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5495/May 10, 1974 


Admin. Proc. File No. 3-4432 
In the Matter of 


KIOWA REAL ESTATE INVESTMENT TRUST 
c/o KIOWA STATE BANK 

P. O. Box 8 

Kiowa, Colorado 


ORDER PERMANENTLY SUSPENDING REGULATION 
A EXEMPTION 


Kiowa Real Estate Investment Trust (“issuer”) filed a 
notification and an offering circular with the Commission 
for the purpose of obtaining an exemption from the regis- 
tration requirements of the Securities Act, pursuant to 
Section 3(b) of that Statute and Regulation A thereunder, 
with respect to a public offering of 30,000 shares of bene- 
ficial interest at $10 a share. 


The Commission’s order temporarily suspending the ex- 
emption alleged that: 


1. The statements in the offering circular about the is- 
suer’s financial condition were inaccurate. 


2. The offering circular did not disclose that the offering 
had begun without meeting the requirements of Colorado 
law. 


3. The issuer’s Form 2-A Report was inaccurate as to the 
date on which the offering began. 


The temporary order directed that the issuer file an answer. 
It also stated that if no hearing were requested within 30 
days on the issue whether the suspension order should be 
vacated or made permanent, and if none were ordered by 
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the Commission, the temporary suspension would become 
permanent. The issuer filed an answer and requested a 
hearing. It has now withdrawn both. Under these circum- 
stances, a permanent suspension is appropriate. 


Accordingly, 1T 1S ORDERED, pursuant to Rule 261 of 
Regulation A under the Securities Act of 1933, that the 
exemption from registration in regard to the above public 
offering by Kiowa Real Estate Investment Trust be, and 
it hereby is permanently suspended. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








SECURITIES EXCHANGE ACT 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10775/May 6, 1974 


See Securities Act Release No. 5492/May 6, 1974 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10776/May 6, 1974 


The Securities and Exchange Commission announced pur- 
suant to Sections 19(a) (4) and 15(c) (5) of the Securities 
Exchange Act of 1934 ("Exchange Act”) the temporary 
suspension of trading in the securities of Servisco being 
traded on the American Stock Exchange and the Pacific 
Stock Exchange and on the over-the-counter markets for a 
ten-day period commencing at 12:30 p.m. (EDT) on May 
6, 1974 and terminating at midnight (EDT) on May 15, 
1974 for having failed to timely file with the Commission 
its annual report for 1973 on Form 10-K. 


The Commission initiated the subject suspension because 
the subject issuer failed to comply with the reporting pro- 
visions of the Exchange Act resulting in the lack of current 
and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the company. 


Furthermore, brokers.and dealers should be alert to the 

fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly complied 
with all of the provisions of said rule. If any broker or 






dealer has any questions as to whether or not he has com- 
plied with said rule, he should not enter any quotation 

but immediately contact the staff of the Securities and Ex- 
change Commission, Division of Enforcement in Wash- 
ington, D. C. If any broker or dealer is uncertain as to 
what is requited by Rule 15c2-11, he should refrain from 
entering quotations relating to the securities in question 
until such time as he has familiarized himself with said rule 
and is certain that all of its provisions have been met. If 
any broker or dealer enters any quotation which is in vio- 
lation of said rule, the Commission will consider the need 
for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10777/May 7, 1974 


The Securities and Exchange Commission has ordered the 
institution of public administrative proceedings against 

M. L. Fallick & Co., Inc. (Fallick), Martin L. Fallick, 
Judith R. Fallick, Stanley M. Giffis, all of Salt Lake City, 
Utah, and Leroy J. Moritz, Wilfred H. Williams, Western 
Funding, Inc. (Western), and Ralph M. Nordstrom, all of 
Minneapolis, Minnesota. Fallick and Western are registered 
with the Commission as broker-dealers. 


Information leading to the institution of these proceedings 
was developed by the joint SEC-NASD Task Force inquiry 
into abuses in the over-the-counter market. 


The proceedings are based on allegations by the staff that 
the respondents violated and aided and abetted violation 
of registration, bookkeeping and anti-fraud provisions of 
the Federal securities laws. In addition, violations of 
Regulation T and the failure to supervise are charged. 


A hearing will be scheduled to take evidence on the staff 
charges and afford respondents an opportunity to offer any 
defenses. The purpose of the hearing is to determine 
whether the allegations are true, and, if so, whether any 
action of a remedial nature is necessary or appropriate in 
the public interest. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10778/May 7, 1974 


The Securities and Exchange Commission has issued a 
notice giving interested persons until May 18 to request a 
hearing on applications of the Boston Stock Exchange for 
unlisted trading privileges in the common stocks of the 
following companies: 


Cyclops Corporation 

Dayco Corporation 

Development Corp. of America (Delaware) 
Gamble-Skogmo, Inc. 

Gardner-Denver Co. 

International Mining Corp. 
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Kansas City Southern Industries, Inc. 
Leaseway Transportation Corp. 
Ludlow Corporation 

L.V.O. Corporation 

Reeves Brothers, Inc. 

World Airways, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10779/May 7, 1974 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c) (5) of the Securities Exchange Act 
of 1934 ("Exchange Act”) the temporary suspensions of 
over-the-counter trading in the securities of Caledonia 
Silver-Lead Mining Co., Judith Gold Corporation, Lookout 
Mountain Mining & Milling Company, Nancy Lee Mines, 
Inc., New Era Mines, Inc., Signal Silver-Gold, Inc., Silver 
Bowl, Inc., United Mines, Inc., and Utah-ldaho Consolidated 
Uranium, Inc., all of Kellogg, Idaho for a ten-day period 
commencing at 1:30 p.m. (EDT) on May 7, 1974 and 
terminating at midnight (EDT) on May 16, 1974. 


The suspensions were initiated because of the lack of cur- 
rent, adequate and accurate public information concerning 
the operations and financial condition of each of the com- 
panies. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that pursuant to Rule 15c2-11 under the Exchange Act, no 
quotation may be entered unless and until they have 
strictly complied with all of the provisions of said rule. If 
any broker or dealer has any questions as to whether or not 
he has complied with said rule, he should not enter any 
quotation but immediately contact the staff of the Division 
of Enforcement in Washington, D. C. If any broker or 
dealer is uncertain as to what is required by Rule 15c2-11, 
he should refrain from entering quotations relating to the 
securities in question until such time as he has familiarized 
himself with said rule and is certain that all of its provisions 
have been met. If any broker or dealer enters any quota- 
tion which is in violation of said rule, the Commission will 
consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10780/May 7, 1974 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c) (5) of the Securities Exchange Act 
of 1934 ("Exchange Act”) the temporary suspension of 

over-the-counter trading for a ten-day period commencing 
at 1:30 p.m. on May 7, 1974 and terminating at midnight 
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(EDT) on May 16, 1974 of the securities of the following 
issuers which have failed to file with the Commission the 
indicated reports: 


Allied Equities Corporation located in Reno, Nevada (Form 
10-K annual report for the fiscal year ended December 
31, 1973). 


The Commission initiated the subject suspensions because 
the subject issuers failed to comply with the reporting 
provisions of the Exchange Act resulting in the lack of 
current and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension no quo- 
tation may be entered unless and until they have strictly 
complied with all of the provisions of said rule. If any 
broker or dealer has any questions as to whether or not he 
has complied with said rule, he should not enter any quo- 
tation but immediately contact the staff of the Division 
of Enforcement in Washington, D. C. If any broker or 
dealer is uncertain as to what is required by Rule 15c2-11, 
he should refrain from entering quotations relating to the 
securities in question until such time as he has familiarized 
himself with said rule and is certain,that all of its provisions 
have been met. If any broker or dealer enters any quota- 
tion which is in violation of said rule, the Commission will 
consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10781/May 7, 1974 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c) (5) of the Securities Exchange Act 
of 1934 (“Exchange Act”) the temporary suspension of 
over-the-counter trading for a ten-day period commencing 
at 2:00 p.m. (EDT) on May 7, 1974 and terminating at 
midnight (EDT) on May 16, 1974 of the securities of the 
following issuers which have failed to file with the Com- 
mission the indicated reports: 


Sovereign Industries, Inc. located in Atlanta, Georgia (Form 
10-K annual report for the fiscal year ended December 
31, 1973). 


The Commission initiated the subject suspensions because 
the subject issuers failed to comply with the reporting 
provisions of the Exchange Act resulting in the lack of 
current and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, 
and prospective purchasers that they should carefully consi- 
der the foregoing information along with all other current: 
ly available information and any information subsequently 
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issued by the company. 


Furthermore, brokers and dealers should be alert to the 

fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension no quo- 
tation may be entered unless and until they have strictly 
complied with all of the provisions of said rule. If any 
broker or dealer has any questions as to whether or not he 
has complied with said rule, he should not enter any quo- 
tation but immediately contact the staff of the Division of 
Enforcement in Washington, D. C. If any broker or dealer 
is uncertain as to what is required by Rule 15c2-11, he 
should refrain from entering quotations relating to the 
securities in question until such time as he has familiarized 
himself with said rule and is certain that all of its provisions 
have been met. If any broker or dealer enters any quotation 
which is in violation of said rule, the Commission will cans?- 
consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10782/May 8, 1974 


Admin. Proc. File No. 3-4197 
In the Matter of 


HUTCHINS, MIXTER & PARKINSON, INC. 
2 Center Plaza 

Boston, Massachusetts 

(813344) 


JOHN RANSOM GILES 
WILLIAM GURLEY 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


These are proceedings under the Securities Exchange Act 
with respect to Hutchins, Mixter & Parkinson, Inc. ("regis- 
trant”), a registered broker-dealer, and John Ransom Giles 
and William Gurley, who were respectively president and 
treasurer of registrant. Respondents, without admitting or 
denying the charges in the order for proceedings, consent 
to findings of misconduct as alleged in that order and to 
the entry of an order revoking registrant’s broker-dealer 
registration and barring Giles and Gurley from association 
with any broker, dealer, investment adviser or investment 
company. 


On the basis of the order for proceedings and consents 
given by respondents, it is found that registrant, together 
with or willfully aided and abetted by Giles and Gurley, 
willfully violated: 


1. Section 10(b) of the Exchange Act and Rule 10b-5 
thereunder during the period from about April 1, 1971 to 
February 1972, in that respondents improperly caused and 
allowed the sale of customers’ fully paid securities; 


2. Section 17(a) of the Exchange Act and Rule 17a-3 
thereunder during the above period, in that registrant 





securities in question until such time as he has familiarized 









failed to make accurately and keep current certain books 
and records; and 


3. Section 17(a) of the Exchange Act and Rule 17a-11 
thereunder, in that registrant failed to give notice that it 
was not in compliance with applicable net capital and 
recordkeeping requirements. 


Accordingly, IT iS ORDERED that the registration as a 
broker-dealer of Hutchins, Mixter & Parkinson, Inc. be, 
and it hereby is, revoked, and that John Ransom Giles 
and William Gurley be, and they hereby are, barred from 
being associated with any broker, dealer, investment 
adviser or investment company. 


For the Commission, by the Office of Opinions and 
Review, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10783/May 8, 1974 


The, Securities and Exchange Commission announced pur- 
suant to Sections 19(a) (4) and 15(c) (5) of the Securities 
Exchange Act of 1934 ("Exchange Act”) the temporary 
suspension of over-the-counter and exchange trading of all 
securities of Cook Industries, Inc. located in Memphis, 
Tennessee and Cook Treadwell & Harry Inc. a subsidiary 
of Cook Industries, Inc. located in Memphis, Tennessee, 
for a ten-day period commencing at 12:00 noon (EDT) on 
May 8, 1974 and terminating at midnight (EDT) on May 
17, 1974. 


The Commission initiated the trading suspension in the 
securities of Cook Industries, Inc. and Cook Treadwell & 
Harry, Inc. because questions have been raised concerning 
the adequacy and accuracy of the financial statements of 
Cook Treadwell & Harry, Inc. Cook Industries Inc. re- 
quested that the Commission suspend trading in the securi- 
ties of Cook Treadwell & Harry, Inc. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension no quo- 
tation may be entered unless and until they have strictly 
complied with all of the provisions of said rule. If any 
broker or dealer has any questions as to whether or not 
he has complied with said rule, he should not enter any 
quotation but immediately contact the staff of the Division 
of Enforcement in Washington, D. C. If any broker or 
dealer is uncertain as to what is required by Rule 15c2-11, 
he should refrain from entering quotations relating to the 
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himself with said rule and is certain that all of its provisions 
have been met. If any broker or dealer enters any quota- 
tion which is in violation of said rule, the Commission will 
consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10784/May 8, 1974 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c) (5) of the Securities Exchange Act 
of 1934 ("Exchange Act”) the temporary suspension of 
over-the-counter trading for a ten-day period commencing 
at 2:30 p.m. (EDT) on May 8, 1974 and terminating at 
midnight (EDT) on May 17, 1974 of the securities of the 
following issuers which have failed to file with the Com- 
mission the indicated reports: 


American Export: Industries, Inc., located in New York, 
New York (10-K annual report for the fiscal year ended 
December 31, 1973) and 


American Export Lines, inc. (formeriy known as American 
Export Isbrandtsen Lines, Inc.), located in New York, 
New York (10-K annual report for the fiscal year ended 
December 31, 1973). 


The Commission initiated the subject suspensions because 
the subject issuers failed to comply with the reporting pro- 
visions of the Exchange Act resulting in the lack of current 
and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer 
has any questions as to whether or not he has complied 
with said rule, he should not enter any quotation but im- 
mediately contact the staff of the Division of Enforcement 
in Washington, D. C. If any broker or dealer is uncertain as 
to what is required by Rule 15c2-11, he should refrain 
from entering quotations relating to the securities in 
question until such time as he has familiarized himself 

with said rule and is certain that all of its provisions have 
been met. If any broker or dealer enters any quotation 
which is in violation of said rule, the Commission will con- 
sider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10985/May 9, 1974 
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The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities Ex- 
change Act of 1934 ("Exchange Act”) against John J. O’ 
Kane Jr. & Co. ("Registrant”), New York City, Robert N. 
Kullman, its general partner and managing partner, Robert 
Mi. Tanney, (“Registrant”), Jersey City, New Jersey, and 
Robert M. Tanney, its sole proprietor. 








The proceedings are based upon allegations of the Com- 
mission's staff that registrants and the individual respond- 
ents published and submitted for publication in the Nation- 
al Daily Quotation Service quotations in the securities of 
Custer Channel Wing Corporation, Enid, Oklahoma, during 
the period May 18, 1973 through February 28, 1974, in 
contravention of Rule 15c2-11 promulgated under Section 
15(c) (2) of the Exchange Act. 


A hearing will be scheduled by further order to take evi- 
dence on the staff allegations and to afford the respond- 
ents an opportunity to offer any defenses thereto, for the 
purpose of determining whether the allegations are true, 
and, if so, whether any action of a remedial nature should 
be ordered by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10786/May 9, 1974 


Admin. Proc. File No. 3-2783 





In the Matter of 


STEVEN WEIL 
3800 Independence Avenue 
Riverdale, New York 





NOTICE THAT INITIAL DECISION HAS BECOME 
FINAL 


The order instituting these broker-dealer proceedings 
under the Securities Exchange Act named Steven Weil as a 
respondent. When hearings were held before an administra- 
tive law judge, the Commission’s Division of Enforcement 
introduced no evidence with respect to Weil and asked 
that the proceedings be dismissed against him. According- 
ly, the administrative law judge’s initial decision directed 
that the proceedings against Weil be dismissed. The time 
for filing a petition for review has expired, and the Com- 
mission has not chosen to review Weil's case on its own 
initiative. 


Accordingly, notice is hereby given pursuant to Rule 17(f) 
of the Commission’s Rules of Practice that the administra- 
tive law judge’s initial decision has as to Steven Weil be- 
come the final decision of the Commission and that these 
proceedings have been dismissed as to Steven Weil. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 








Release No. 10787/May 10, 1974 


NOTICE OF COMMISSION ACTION DECLARING 
EFFECTIVE A CONSOLIDATED TAPE PLAN FILED 
PURSUANT TO RULE 17a-15 UNDER THE SECURITIES 
EXCHANGE ACT OF 1934 (File No. S7-433) 


The Securities and Exchange Commission announced that 
it has sent to the sponsors of a consolidated tape plan 
refiled jointly by the New York, American, Midwest, 
Pacific and PBW Stock Exchanges and the National As- 
sociation of Securities Dealers, Inc. on April 22, 1974 a 
letter declaring the plan effective as of May 17, 1974. The 
plan, originally filed on March 2, 1973 pursuant to Securi- 
ties Exchange Act Rule 17a-15, provides for reporting of 
prices and volume of completed transactions in securities 
registered on exchanges. 


The text of the letter follows: 


American Stock Exchange, Inc. 

Midwest Stock Exchange, Inc. 

National Association of Securities Dealers, Inc. 
New York Stock Exchange, Inc. 

Pacific Stock Exchange, Inc. 

PBW Stock Exchange, Inc. 


Dear Sirs: 


This is in response to the revised consolidated tape plan 
jointly filed by you with the Commission on April 22, 1974 
(the “Revised Plan”), pursuant to Securities Exchange Act 
Rule 17a-15. 


On March 8, 1974, the Commission notified the plan’s 
sponsors of its definitive comments on the consolidated 
tape plan filed initially on March 2, 1973. Initial comments 
had been conveyed to the plan’s sponsors on July 13, 1973. 


The Commission’s letter of March 8, 1974 requested 
modification of the plan’s terms in a number of areas. After 
a review of the Revised Plan the Commission finds that, ex- 
cept as may specifically be discussed below, the plan ac- 
curately reflects the Commission’s requested changes. 


Eligible Securities \n its March 8 letter, the Commission 
requested that the term “Eligible Securities” be defined as 
those securities substantially meeting the listing standards 
of the New York Stock Exchange (“NYSE”) and the Ameri- 
can Stock Exchange ("Amex”). The Revised Plan contains 
a new section on Eligible Securities with, among other 
things, the following provisions: (1) Initially, Eligible 
Securities will include all securities presently listed on the 
NYSE and Amex and securities listed or admitted to un- 
listed trading privileges on other registered national securi- 
ties exchanges if they substantially meet the listing 
standards of the NYSE or Amex; (2) After the date 

“Phase 11” commences, the term Eligible Securities will in- 
clude any security which becomes listed and which, at 

the time of listing or commencement of trading, substan- 
tially meets the listing requirements of the NYSE or Amex, 
as they may be in effect at that time; (3) Securities shall 
cease to be Eligible Securities whenever they do not sub- 
stantially meet the listing criteria from time to time in ef- 









fect for continued listing on the NYSE or Amex; (4) The 
determination of whether a security meets the criteria for 
eligibility is to be made by the national securities exchange 
on which such security is listed or admitted to unlisted 
trading privileges; and (5) If the Commission finds any 
such determination is improper, it may require that such 
security be deemed not to be an Eligible Security for pur- 
poses of the Revised Plan. The Commission has no objec- 
tion to this modification in view of the right reserved to 

the Commission to review the determination that a security, 
or any group of securities, meets, or continues to meet, the 
eligibility standards. 


Allocation of Expenses The Commission indicated in its 
March 8 letter it would not object to an equitable al- 
location of expenses of the tape among exchanges which 
are open during periods when other exchanges are closed. 
The Revised Plan provides, in effect, that expenses incur- 
red in reporting trades after the end of the normal oper- 
ating hours of the NYSE and Amex will be allocated “on 
an appropriate pro rata basis.” The Commission under- 
stands that at this point it is difficult to estimate reason- 
ably the extent of such expenses and therefore it would 
be premature to comment on the fairness of any such 
allocation. 


Pre-opening Run-off The Commission’s March 8 letter 
requested that some procedure be adopted whereby the 
consolidated tape would be activated prior to the opening 
of any exchange so that all trades which took place subse- 
quent to the prior day’s close of the tape, and before the 
opening of exchanges, would be reported in sequence. 
The Revised Plan contains no provision for such run-off. 
We understand, however, that the Revised Plan‘’s sponsors 
will reconsider the feasibility of such run-off when data is 
available as to the number of trades which would be in- 
volved. 


Additional Provisions Not Requested By The Commission 
The Revised Plan has been changed to include a provision 
to cover the cost of “installing hardware as necessary” for 
the operation of the consolidated tape and for the high 
speed transmission line for interrogation equipment, the 
availability of which the Commission had requested in its 
March 8 letter. 


The Revised Plan also contains a provision which requires 
that the Revised Plan’s sponsors resolve by June 7, 1974 
certain issues with respect to the reporting of bonds, op- 
tions and any possible new “products”. 


The Commission does not object to the inclusion of these 
provisions in the Revised Plan. 


Amendments to the Plan As you are aware, the Com- 
mission in its March 8 letter did not request the plan’s 
sponsors to include in the Revised Plan a provision for 
Commission approval of subsequent amendments thereto 
or for Commission initiation of amendments. The Com- 
mission wants to reiterate that its reason for not requiring 
such a provision is that the authority to declare a plan ef- 
fective pursuant to Securities Exchange Act Rule 17a-15 
includes the authority to review and pass upon subsequent 
amendments to the plan. In addition, inherent in the 
Commission’s authority to amend Rule 17a-15 when neces- 
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sary or appropriate is the authority to require amendments 
to the plan. 


The Commission is of the view that the Revised Plan repre- 
sents an appropriate vehicle for the consolidated reporting 
of transactions in listed securities; therefore, having due 
regard for the maintenance of fair and orderly markets, the 
public interest and the protection of investors, the Com- 
mission hereby declares the Revised Plan effective as of 
May 17, 1974. 


Now that the Revised Plan has been declared effective, it is 
important the CTA make available to vendors the technical 
specifications and other data necessary for the consolidated 
tape to be fully operational within the time frame specified 
in the Revised Plan. 


The plan sponsors should note also that the Commission is 
today publishing for comment a proposed amendment to 
Rule 17a-15 which would establish procedures for appeal 
to the Commission of certain actions which may be taken 
pursuant to the plan. */ 


By the Commission. 


George A. Fitzsimmons 
Secretary 


*/ Securities Exchange Act Release No. 10788 (May 10, 
1974). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10788/May 10, 1974 


NOTICE OF PROPOSED AMENDMENT TO RULE 172-15 
UNDER THE SECURITIES EXCHANGE ACT OF 1934 
(File No. S7-433) 


The Commission is publishing for public comment a pro- 
posal to amend Rule 17a-15 (the “Rule”) under the Securi- 
ties Exchange Act of 1934. 1/ The Rule provides for 
reporting of prices and volume of completed transactions 
with respect to securities registered on exchanges. The 
purpose of the amendment, which would add a new para- 
graph (i) to the Rule, is to establish procedures for appeal 
to the Commission from certain actions which may be 
taken pursuant to any composite tape plan declared ef- 
fective by the Commission under the Rule. In this con- 
nection, the Commission also is announcing today that it 
has declared effective as of May 17, 1974 the consolidated 
tape plan jointly filed on April 22, 1974 by the New York, 
American, Midwest, Pacific and PBW Stock Exchanges and 
the National Association of Securities Dealers, Inc. 2/ Al- 
though various provisions of this plan state that decisions 
of the Consolidated Tape Association with respect to 
certain matters will be subject to an appeal to the Com- 
mission, the Commission presently has no applicable rules 
and regulations for any such petitions of appeal. 


The text of the proposed amendment, which would be 
adopted pursuant to the Commission’s authority under the 
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Securities Exchange Act of 1934 and in particular under 
Sections 17(a) and 23(a) of that Act, follows: 


(i) (1) Any person (including but not limited to registered 
national securities exchanges, national securities associa- 
tions, brokers, dealers, issuers, vendors and subscribers to 
last sale reports) aggrieved by an action (including but not 
limited to denial, limitation or termination of access to 
last sale reports) taken by any person pursuant to a plan 
declared effective by the Commission under paragraph (a) 
hereof may appeal such action to the Commission. 


(2) Such action shall be subject to review by the Com- 
mission, on its own motion, or upon application by any 
person aggrieved thereby filed within 30 days after such 
action has been taken or within such longer period as the 
Commission may determine. 


(3) Application to the Commission for review, or the 
institution of review by the Commission on its own motion, 
shall operate as a stay of such action, if the aggrieved 

party otherwise would forfeit a right he currently is en- 
joying, until an order is issued upon such review pursuant 
to subparagraph (4) hereof, unless the Commission orders 
otherwise, after notice and opportunity for hearing on the 
question of a stay (which hearing may consist solely of 
affidavits and oral arguments). 


(4) In any proceeding for such review, if the Commission, 
after appropriate notice and opportunity for hearing, and 
upon consideration of the record of any proceedings con- 
ducted in connection with such action and such other 
evidence as it may deem relevant, determines that the 
specific grounds on which such action is based exist in fact 
and such action is in accord with the applicable provisions 
of such plan, the Commission shall by order dismiss the 
proceeding. Otherwise, the Commission shall by order set 
aside the action and require the entity taking such action 
to accord the aggrieved person the right, benefit or pri- 
vilege sought to be denied or to take such other action as 
may be appropriate, subject to such terms and conditions 
as the Commission determines to be in accordance with 
the public interest and consistent with such plan. Nothing 
contained in this Section (4), however, shall prevent the 
Commission from taking such other action, based on the 
information available to it, that the Commission deems 
necessary or appropriate in the public interest or for the 
protection of investors. 


All interested persons may submit written comments on 
the proposed amendment. Any communication should be 
addressed: Secretary, Securities and Exchange Com- 
mission, 500 North Capitol Street, Washington, D. C. 
20549, should be received on or before June 14, 1974 and 
should refer to File No. S7-433. All comments received 
will be available for public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Rule 17a-15 was originally adopted on Nov. 8, 1972 
(effective Dec. 15, 1972) and was published in Securities 
Exchange Act Rel. No. 9850 (Nov. 8, 1972) 


2/ Securities Exchange Act Rel. No. 10787 (May 10, 1974). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 10789/May 9, 1974 


The Securities and Exchange Commission announced that 
the temporary suspension of exchange and over-the-counter 
trading in the securities of Cook Industries, inc. ("Cook 
Industries”) will terminate at midnight (EDT) on May 9, 
1974. The trading suspension in the securities of Cook, 
Treadwell & Harry, Inc. (“CTH”) will terminate at mid- 
night (EDT) on May 17, 1974. 


The Commission instituted the trading suspension in the 
securities of Cook Industries and CTH, a 87% subsidiary of 
Cook Industries, on May 8, 1974. The Commission in- 
itiated the trading suspension in the securities of Cook 
Industries and CTH because questions have been raised 
concerning the adequacy and accuracy of the financial 
statements of CTH and the possible impact on the financial 
condition of Cook Industries. 


On May 8, 1974, Cook Industries disseminated a press re- 
lease indicating the net after tax earnings for its nine months 
period ended February 28, 1974, were approximately 
$39,265,000 which included in its equity the net losses 
from operations of CTH. This release further indicated 
that on February 28, 1974 the shareholder's equity of 
Cook Industries was approximately $102,000,000 which 
included approximately $3,600,000 attributable to Cook 
Industries’ 87% ownership of CTH. Cook Industries also 
indicated in this release that based on the information 
available at the present time, it is believed that the stock- 
holders equity of CTH will be reduced as a result of mis- 
statements that appeared to have been reflected in its 
financial statements, but that such a reduction will not re- 
duce the stockholders equity of Cook Industries in any 
material amount. In addition CTH has informed the Com- 
mission that based on their preliminary review it is esti- 
mated that the cumulative effect of the misstatements of 
results of the operations of CTH will be $600,000 to 
$800,000 on a before tax basis. However, CTH indicated 
that these estimates are temporary and subject to further 
adjustment. 


This information which has been released by Cook Indus- 
tries and CTH has not been passed upon the Commission. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Securities 
Exchange Act of 1934, at the termination of the suspension, 
no quotation may be entered unless and until they have 
strictly complied with all of the provisions of said rule. If 
any broker or dealer has any questions as to whether or 

not he has complied with said rule, he should not enter any 
quotation but immediately contact the staff of the Securi- 
ties and Exchange Commission, Division of Enforcement in 
Washington, D. C. If any broker or dealer is uncertain as 

to what is required by Rule 15c2-11, he should refrain 

from entering quotations relating to the securities in 
question until such time as he has familiarized himself with 





said rule and is certain that all of its provisions have been 
met. If any broker or dealer enters any quotation which 
is in violation of said rule, the Commission will consider 
the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10790/May 10, 1974 


The Securities and Exchange Commission today announced 
the names of those persons who have agreed to serve as 
members of the Commission’s Advisory Committee on the 
Implementation of a Central Market System, following 
completion of the requirements of the Federal Advisory 
Committee Act. As was previously announced in Securi- 
ties Exchange Act Release No. 10688 (March 18, 1974), 
the Committee will be chaired by Mr. Alexander Yearley, 
IV, Chairman of the Board and Chief Executive Officer, 
The Robinson-Humphrey Company, Inc., Atlanta, Georgia. 


The Committee will assist the Commission in implementing 
its proposals for a central market system and in insuring 
that such a system will meet the coming needs of this 
nation’s capital markets over the next few decades, consis- 
tent with the public interest and the interest of investors. 


Specifically, the advisory committee will be asked to study 
and to submit recommendations to the Commission on 
such matters as: 


1. The appropriate structure for regulatory supervision 
of the central market system; 


2. The nature and scope of the Commission's role during 
the process of implementing the central market system; 


3. The ways in which a central market system should be 
structured in order effectively to meet the needs of 
our capital markets, the public interest, the protection 
of investors and the maintaining of fair and orderly 
markets for securities; 


4. The needs and perspectives of users of a central market 
system including issuers of and investors in securities, 
as well as securities professionals; and 


5. The appropriate resolution of fundamental policy 
issues relating to the central market system's oper- 
ations. 


The Commission had previously announced its general 

intention to establish such an advisory committee in its 
Policy Statement on the Structure of a Central Market 
System (March 29, 1973) at pp. 13-14. 


In describing the Committee’s assignment, the Commission 
noted that: 


"The securities industry operates in a highly regulated 
sector of the economy. Accordingly, business and 
operational considerations, which frequently involve 
technical and complex matters, must be coordinated 
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with regulatory requirements. The successful imple- 
mentation of a central market system must maintain 
that coordination and can, in the view of the Com- 
mission, best be accomplished with the assistance of an 
advisory committee whose members will collectively 
be knowledgeable in all aspects of the securities 
industry.” 


The members of the Advisory Committee are as follows: 


Alexander Yearley, 1V, Chairman, is Chairman of the 
Board and Chief Executive Officer of the Robinson-Humph- 
rey Company, Inc., Atlanta, Georgia. He served on the 
Board of Governors of the National Association of Securi- 
ties Dealers, Inc. from 1957 to 1959, and as its Chairman 

in 1959; was a member of the Board of Governors of the 
New York Stock Exchange from 1962 to 1965; and was a 
member of the Board of Governors of the Investment 
Bankers Association from 1960 to 1962. 


Kenneth S. Axelson \s Vice President, Director of Finance 
and Administration, and a director of J. C. Penney Com- 
pany, Inc., New York, New York. Mr. Axelson is also a 
CPA and was a practicing accountant prior to joining 
Penney’s. He was a member of the Accounting Principles 
Board from 1968 to 1970 and currently serves as a trustee 
of the Financial Executives Research Foundation. 


M. Colyer Crum is the Associate Dean for Executive Edu- 
cation and External Affairs and the James R. Williston 
Professor of Investment Management of the Harvard Busi- 
ness School. 


Robert M. Gardiner is President, Director and Chairman 

of the Executive Committee of Reynolds Securities, Inc., 
New York, New York. He is a former member and officer 
of the Association of Stock Exchange Firms, the National 
Association of Securities Dealers, Inc., the National Clearing 
Corporation, and served as Chairman of the Board of the 
Securities Industry Association from 1972 to 1973. He is 
the current Chairman of the National Securities Processing 
Committee. 


C. Rader McCulley is President, First Southwest Company, 
Dallas, Texas. Mr. McCulley has served on committees of 
the National Association of Securities Dealers, Inc., and 

as a member of the Association’s Board of Governors, and 
is presently a member of the Commission’s Advisory Com- 
mittee on a Model Compliance Program for Broker-Dealers. 


Ray F. Myers is the Executive Vice President, Trust Depart- 


ment, the Continental Illinois National Bank and Trust 
Company of Chicago and a member of the Trust Executive 
Committee of the American Bankers Association. 


Felix G. Rohatyn is a general partner of Lazard Freres & 
Co., New York, New York. He is a former member of the 
Board of Governors of the New York Stock Exchange. 


Donald Stone is a senior partner of Lasker, Stone & Stern, 
New York, New York, and a member of the Automated 
Specialists’ Book Committee of the New York Stock Ex- 
change. Mr. Stone served on the Advisory Committee to 
the Commission’s Institutional Investor Study and as a 
member of the Commission’s Advisory Committee on 
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Market Disclosure. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10791/May 10, 1974 


See Investment Advisers Act Release No. 413/May 10, 
1974. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10792/May 10, 1974 


The Securities and Exchange Commission has issued 
orders granting the applications of the following stock ex- 
changes for unlisted trading privileges in the common 
stocks of the specified companies: 


PBW Stock Exchange Inc. 

Atlas Consolidated Mining & Development Corporation 
Drexel Bond-Debenture Trading Fund 

Drexel Utility shares, Inc. 

Southland Royalty Company 

Midwest Stock Exchange, Inc. 

lowa Public Service Co. 

Pacific Stock Exchange, Inc. 

Thiokol Corporation (Va.) 

An order has also been issued granting an application of 
the American Stock Exchange for a determination that 
the Class A convertible common ' stock of Imperial Oil 


Limited (a Canadian corporation) is substantially equivalent 
to its common stock, which was previously admitted to 


unlisted trading privileges on the American Stock Exchange. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10793/May 10, 1974 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c) (5) of the Securities Exchange Act 
of 1934 ("Exchange Act”) the temporary suspension of 
over-the-counter trading in the securities of Apollo Indust- 
ries, Inc., located in North Miami, Florida, for a ten-day 
period commencing at 10:00 a.m. (EDT) on May 10, 1974 
and terminating at midnight (EDT) on May 19, 1974. 


The Commission initiated the suspension of trading in the 
securities of Apollo Industries because of a lack of current 
and adequate information available to the public concern- 
ing the financial condition of the company. The company 
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has not filed with the Commission, as required by the posed transaction. 
Exchange Act, its 10-K Annual Report for the year ended 


May 31, 1973 and its 10-Q Quarterly Reports for the Penelec proposes to issue and sell, subject to the competi- 
periods ended August 31, 1973 November 30, 1973 and tive bidding requirements of Rule 50 under the Act, 
February 28, 1974. (The Commission suspended trading $50,000,000 principal amount of First Mortgage Bonds, 





in the securities of Apollo on June 22, 1973 for a ten-day % Series due 2004. The interest rate (which will be a 
period because the company had failed to comply with the multiple of 1/8 of 1%) and the price (which will be not 
reporting provisions of the Exchange Act.) less than 100% nor more than 192.75% of the principal 


amount thereof) will be determined by competitive bidding. 
The Commission cautions broker-dealers, shareholders and The bonds will be issued under a Mortgage and Deed of 


prospective purchasers that they should consider carefully Trust of Penelec to Bankers Trust Company, Trustee, 

the foregoing information along with all other currently dated as of January 1, 1942, as heretofore amended and 

available information and any information subsequently is- supplemented and as to be further amended and supple- 

sued by the company. mented by a Supplemental Indenture to be dated as of 
June 1, 1974. The term of the issue preclude Penelec 

Furthermore, brokers and dealers should be alert to the from redeeming any bonds prior to June 1, 1979, if such 

fact that, pursuant to Rule 15c2-11 under the Exchange redemption is for the purjJose of refunding such bonds 

Act, at the termination of the suspension, no quotation with proceeds of funds borrowed at a lower effective inter- 

may be entered unless and until they have strictly com- est cost. 

plied with all of the provisions of said rule. If any broker or 

dealer has any questions as to whether or not he has com- The entire proceeds, exciuding premium and accrued inter- 


plied with said rule, he should not enter any quotation but est, realized from the sale of the new bonds ($50,000,000) 
immediately contact the staff of the Securities and Exchange together with the expected cash capital contributions 
Commission, Division of Enforcement in Washington, D.C. aggregating $30,000,000 from GPU, internally generated 
If any broker or dealer is uncertain as to what is required cash of approximately $27,000,000 and the proceeds 
by Rule 15c2-11, he should refrain from entering quota- from the sale of additional First Mortgage Bonds, Deben- 
tions relating to the securities in question until such time as _‘ tures and Preferred Stock plus, on an interim basis, the 
he has familiarized himself with said rule and is certain that proceeds of bank borrowings, will be applied to its con- 
all of its provisions have been met. If any broker or dealer struction program, for sinking fund purposes, and to re- 
enters any quotation which is in violation of said rule, the fund at maturity Northern Pennsylvania Power Company 
Commission will consider the need for prompt enforcement First Mortgage Bonds due 1975. The estimated cost of 
action. Penelec’s 1974 construction program is approximately 
$160,000,000. 








The fees and expenses to be paid by Penelec in connec- 
tion with the proposed issuance and sale of the Bonds are 
estimated to total $155,000, including legal fees of 
$38,000. The fees and expenses of counsel for the under- 
HOLDING COMPANY ACT writers, to be paid by the successful bidders, will be sup- 
plied by amendment. It is stated that the Pennsylvania 
Public Utility Commission has jurisdiction over the pro- 
posed issue and sale of bonds by Penelec and that no 
PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 other state commission and no federal commission, other 
Release No. 18403/May 3, 1974 than this Commission, has jurisdiction over the proposed 
transaction. 








In the Matter of 
NOTICE IS FURTHER GIVEN that any interested person 


PENNSYLVANIA ELECTRIC COMPANY may, not later than May 29, 1974, request in writing that 
1001 Broad Street a hearing be held on such matter, stating the nature of his 
Johnstown, Pennsylvania 15907 interest, the reasons for such request, and the issues of fact 
(70-5500) or law raised by said application which he desires to con- 


trovert; or he may request that he be notified if the Com- 
NOTICE OF PROPOSED ISSUE AND SALE OF FIRST mission should order a hearing thereon. Any such request 


MORTGAGE BONDS AT COMPETITIVE BIDDING should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
NOTICE IS HEREBY GIVEN that Pennsylvania Electric request should be served personally or by mail (air mail if 
Company ("Penelec”), an electric utility subsidiary com- the person being served is located more than 500 miles 
pany of General Public Utilities Corporation (“GPU”), a from the point of mailing) upon the applicant at the above- 
registered holding company, has filed an application and stated address, and proof of service (by affidavit or, in case 
an amendment thereto with this Commission pursuant to of an attorney-at-'aw, by certificate) should be filed with 
the Public Utility Holding Company Act of 1935 ("Act”), the request. At any time after said date, the application, 
designating Section 6(b) of the Act and Rule 50 promul- as amended or as it may be further an:ended, may be 










gated thereunder as applicable to the proposed transaction. granted as provided in Rule 23 of the General Rules and 
All interested persons are referred to the application, which Regulations promulgated under the Act, or the Commission 
'ssummarized below, for a complete statement of the pro- may grant exemption from such rules as provided in 
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Rules 20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive notice 
of further developments in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18404/May 6, 1974 


In the Matter of 


NiONONGAHELA POWER COMPANY 
Fairmont, West Virginia 26554 


THE POTOMAC EDISON COMPANY 
Hagerstown, Maryland 21740 


WEST PENN POWER COMPANY 
Greensburg, Pennsylvania 15601 
(70-5357) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUE AND 
SALE OF SHORT-TERM NOTES TO BANKS AND 
COMMERCIAL PAPER DEALERS AND EXCEPTION 
FROM COMPETITIVE BIDDING. 


Monongahela Power Company (“Monongahela”), The 
Potomac Edison Company (“PE”), and West Penn Power 
Company ("West Penn”), public utility subsidiary com- 
panies of Allegheny Power System, Inc., a registered hold- 
ing company, have filed post-effective amendments to its 
application previously filed with this Commission pursuant 
to Section 6(b) of the Public Utility Holding Company 

Act of 1935 (”Act”) and Rule 50(a) (5) promulgated there- 
under regarding the following proposed transactions. 


By order dated July 27, 1973 (Holding Company Act Re- 
lease No. 18041), this Commission, among other things, 
authorized the issue and sale of short-term notes to banks 
and to dealers in commercial paper from time to time for 
the period July 31, 1973, to December 31, 1974. The 
order also contained a limitation which provided that the 
authorized amount of short-term notes or commercial 
paper which PE is authorized to issue must be reduced by 
unsecured debt with a maturity in excess of 10 years which 
may be outstanding of PE. 


It is now proposed that the restriction be changed to pro- 
vide that the maximum amount of unsecured debt, in- 
cluding debt with a maturity in excess of 10 years, out- 
standing at any one time, shall not exceed 20% of PE’s 
total capitalization. 


It is also proposed that the names of banks from which 
borrowings are proposed to be effected and the maximum 
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amount which may be outstanding at any one timé from 
each of such banks be amended to read as follows: 


Monongahela 
First National City Bank $ 35,000,000 
Mellon Bank N.A. 30,000,000 
Chemical Bank 30,000,000 
Pittsburgh National Bank 5,000,000 
Manufacturers Hanover Trust Co. 20,000,000 
Chase Manhattan Bank N.A. 5,000,000 
Irving Trust Co. 5,000,000 
$130,000,000 
PE 
First National City Bank $ 40,000,000 
Mellon Bank N.A. 30,000,000 
Chemical Bank 30,000,000 
Pittsburgh National Bank 5,000,000 
Manufacturers Hanover Trust Co. 20,000,000 
Chase Manhattan Bank N.A. 5,000,000 
Irving Trust Co. 5,000,000 
$735,000,000 
West Penn 
First National City Bank $ 50,000,000 
Mellon Bank N.A. 30,000,000 
Chemical Bank 30,000,000 
Pittsburgh National Bank 5,000,000 
Manufacturers Hanover Bank N.A. 20,000,000 
Chase Manhattan Bank N.A. 5,000,000 


5,000,000 


$145,000,000 


Each note payable to a bank will be dated as of the date of 
the borrowing which it evidences, will mature not more 
than 270 days after the date of issuance or renewal thereof, 
will bear interest at the prime or comparable interest rate 
of the bank from which the borrowing is made, in effect 

at the time of issuance or in effect from time to time, and 
will be prepayable at any time without premium or penalty. 


Irving Trust Co. 


The maximum amount of short-term notes outstanding at 
any one time will not, when taken together with any com- 
mercial paper outstanding, be in excess of $35,000,000 in 
the case of Monongahela or $60,000,000 in the case of 
West Penn and in the case of PE will not, when taken 
together with any commercial paper outstanding, be in 
excess of $40,000,000, in each case including any notes 
which may be outstanding pursuant to prior orders of the 
Commission. It is stated the Monongahela, PE and West 
Penn maintain balances to meet regular operating require- 
ments at these banks which vary in amount from time to 
time. If average balances were maintained solely to fulfill 
compensating balance requirements of major banks, approx: 
imately 20%, the effective interest costs to each of the 
companies issuing and selling the notes on the basis of a 
prime commercial credit or comparable rate of 10.5% 
would be 13.125%. 


Monongahela, PE, and West Penn request an exception 
from the competitive bidding requirements of Rule 50 for 
the proposed issue and sale of its commercial paper pur- 
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The estimated fees and expenses to be incurred in con- 
nection with the proposed transactions are $831,000, in- 
cluding legal fees of $44,000. It is stated that no state 
commission and no federal commission, other than this 


Commission, has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 31, 1974, request in writing that a 
hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said declaration which he desires to con- 
trovert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
from the point of mailing) upon the declarant at the above- 
stated address, and proof of service (by affidavit or, in case 
of an attorney-at-law, by certificate) should be filed with 
the request. At any time after said date, the declaration, 
as filed or as it may be amended, may be permitted to be- 
come effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the Com- 
mission may grant exemption from such rules as provided 
in Rules 20(a) and 100 thereof or take such other action 
as it may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive 
notice of further developments in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18406/May 8, 1974 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
New York, New York 10020 


CNG DEVELOPMENT COMPANY LTD. 

CNG PRODUCING COMPANY 

CONSOLIDATED GAS SUPPLY CORPORATION 

CONSOLIDATED NATURAL GAS SERVICE COMPANY, 
INC. 

CONSOLIDATED SYSTEM LNG COMPANY 

THE EAST OHIO GAS COMPANY 

THE PEOPLES NATURAL GAS COMPANY 

THE RIVER GAS COMPANY 

WEST OHIO GAS COMPANY 

(70-5334) 


SUPPLEMENTAL ORDER AUTHORIZING INTRA- 
SYSTEM FINANCINGS 
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Consolidated Natural Gas Company (“Consolidated”), a 
registered holding company, and its above-named wholly- 
owned subsidiary companies, have filed with this Com- 
mission a post-effective amendment to their application- 
declaration in this proceeding, pursuant to Sections 6(a), 
6(b), 7, 9(a), 10, 12(b) and 12(f) of the Public Utility 
Holding Company Act of 1935 ("Act”) and Rules 43, 45 
and 50(a) (2) promulgated thereunder regarding the pro- 
posed transactions. Said post-effective amendment pro- 
poses the transactions summarized below. 


By orders dated June 8, 1973 and September 6, 1973, 
Consolidated and said subsidiary companies were author- 
ized to effectuate a number of intra-system financing 
transactions in connection with the System’s financing 
program for 1973 (see HCAR Nos. 17994 and 18085). 
Among other things, these orders authorized Consolidated 
to (a) make long-term loans to Consolidated System LNG 
Company ("Consolidated LNG”) end The River Gas Com- 
pany (“River Gas ”); (b) purchase additional shares of 
capital stock of Consolidated LNG; and (c) make non- 
interest-bearing open-account advances to CNG Producing 
Company (CNG Company”). 


It is now proposed that Consolidated acquire, and said 
subsidiary companies issue and sell, additional long-term 
notes and/or shares of common stock, through May 31, 
1974, as follows: 


Capital Stock 





Issuer Long-Term Notes ($100 par 
value) 
Consolidated LNG $6,500,000 $ 7,500,000 
River Gas 200,000 
CNG Company 3,200,000 
Total $6,700,000 $10,700,000 





The long-term notes will bear interest at the rate of 7.75% 
per annum, which is substantially equal to the effective 
cost of money to Consolidated in respect of the public 
sale of its debentures, in June 1973; will be dated the date 
of issuance; and will be payable in the years 1978 through 
1998 in amounts paralleling the sinking fund and maturity 
terms of said debentures. 


The proceeds from the proposed sale of securities will be 
used by Consolidated LNG for additional capital expendi- 
tures in respect of its liquified natural gas project under 
construction at Cove Point, Maryland; by River Gas, to 
meet the cost of additional capital expenditures made in 
1973; and by CNG Producing, for gas exploration and 
development in Canada estimated at $2,100,000 and the 
balance for lease costs in the southern United States. Con- 
solidated, in accordance with Rule 45(b) (3) under the 
Act, has heretofore made emergency cash advances on a 
non-interest-bearing basis to these subsidiary companies 
to enable them to make timely payments with respect to 
certain of said costs and expenditures. A corresponding 
portion of the proceeds to be received by the subsidiaries 
from the above proposed security transactions will be 
used by them to repay the emergency advances. 
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Consolidated LNG’s authorized capital stock is at present 
limited to 100,000 shares, of which 75,000 shares were 
issued and outstanding at December 31, 1973. To ac- 
commodate issuance of the proposed additional 75,000 
shares indicated in the above table, and to provide for 
future financing requirements, Consolidated LNG also pro- 
poses to amend its charter so as to increase its authorized 
capital stock, $100 par value, from 100,000 shares to 
400,000 shares. 


Expenses to be incurred in connection with the trans- 
actions proposed in said post-effective amendment are 
estimated not to exceed $550, including services of $500 
billed at cost by Consolidated Natural Gas Service Com- 
pany, Inc., a subsidiary service company. The proposed 
issuance of additional long-term notes by River Gas has 
been approved by the Public Utilities Commission of Ohio. 
No other State commission and no Federal commission, 
other than this Commission, has jurisdiction over the trans- 
actions proposed in said post-effective amendment. 


Due notice of the filing of said application-declaration, as 
amended by said post-effective amendment, has been given 
in the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 18246), and no 
hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers that 
said application-declaration, as amended, be granted and 
permitted to become effective: 


IT |S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-decla- 
ration, as amended, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18407/May 8, 1974 


In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
Ninth and Louisiana Streets 

Little Rock, Arkansas 72203 

(70-5502) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Arkansas Power & 


Light Company ("Arkansas”), an electric utility subsidiary 
of Middle South Utilities, Inc., ("Middle South”), a regis- 
tered holding company, has filed an application with this 
Commission pursuant to the Public Utility Holding Com- 
pany Act of 1935 ("Act”), designating Section 6(b) of the 
Act and Rule 50 promulgated thereunder as applicable to 
the proposed transaction. All interested persons are refer- 
red to the application, which is summarized below, for a 
complete statement of the proposed transaction. 


Arkansas proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 promulgated 
under the Act, $40,000,000 principal amount of its First 
Mortgage Bonds, % Series due 2004. The interest 

rate on the bonds (which will be a multiple of 1/8 of 1%) 
and the price, exclusive of accrued interest, to be paid to 
Arkansas (which will be not less than 100% nor more than 
102-%% of the principal amount thereof) will be determined 
by the competitive bidding. The bonds will be issued under 
Arkansas’ Mortgage and Deed of Trust dated as of Oc- 
tober 1, 1944, to Morgan Guaranty Trust Company of 

New York, Trustee, as heretofore supplemented and as 

to be further supplemented by a Twenty-sixth Supple- 
mental Indenture to be dated as of June 1, 1974, which 
includes a prohibition until June 1, 1979, against refund- 
ing the bonds with the proceeds of funds borrowed at a 
lower effective interest cost. 


Arkansas proposes to utilize the net proceeds from the is- 
suance and sale of the proposed bonds and of $20,000,000 
of common stock to Middle South (File No. 70-5487) to 
retire short-term debt outstanding (estimated to aggregate 
$50,000,000 when the proceeds of the bonds are received) 
and to finance its construction program (estimated at 
$170,300,000 for 1974). Fees and expenses incident to 
the proposed transactions are estimated at $120,000, 
including counsel fees of $31,500 and accountants’ fees of 
$7,500. The fee of counsel for the successful bidders is 
estimated at $12,000 and is to be paid by the successful 
bidders. 


The Arkansas Public Service Commission and the Tenn- 
essee Public Service Commission have authorized the pro- 
posed issuance and sale of the bonds. No other State com- 
mission and no Federal commission, other than this Com- 
mission, has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 5, 1974, request in writing that a 
hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application which he desires to con- 
trovert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
from the point of mailing) upon the applicant at the above- 
stated address, and proof of service (by affidavit or, in case 
of an attorney-at-law, by certificate) should be filed with 
the request. At any time after said date, the application, 
as filed or as it may be amended, may be granted as pro- 
vided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
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principal amount thereof) for the bonds will be determined 
by the competitive bidding. The bonds will be issued under 
a Mortgage and Deed of Trust, dated October 1, 1943, bet- 
ween Delmarva and Chemical Bank, Successor Trustee, as 
heretofore supplemented and as to be further supplemented 
by a Forty-seventh Supplemental Indenture to be dated as 
of June 1, 1974 which includes a prohibition until June 1, 
1979 against refunding the issue with the proceeds of funds 
borrowed at a lower effective interest cost. 


It is stated that the net proceeds from the sale of the bonds 
will be applied toward the retirement of unsecured short- 
term notes issued primarily for interim financing of the 
construction programs of Delmarva and its subsidiary com- 
panies and for other corporate purposes. As of April 18, 
1974, such short-term notes outstanding amounted to 
$64,100,000. Delmarva estimates its 1974 construction 
program at $99,625,000 and contemplates the sale of addi- 
tional permanent securities and unsecured short-term notes 
during 1974. 


The declaration states that the issuance and sale of the 
bonds is subject to the approval of The Public Service Com- 
mission of Delaware, and indicates that no other State com- 
mission and no Federal commission, other than this Com- 
mission, has jurisdiction over the proposed transaction. 

The fees and expenses to be incurred by Delmarva in con- 
nection with the sale of the bonds will be in the aggregate 
amount of $114,000, which includes $38,000 for printing 
expenses, $10,000 for legal fees and $13,250 for account- 
ing services. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 3, 1974, request in writing that a 
hearing be held on such matter, stating the nature of his 
interest, the ~easons for such request, and the issues of fact 
or law raised by said declaration which he desires to con- 
trovert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail (air mail if 
the person being served is located more than 500 miles from 
the point of mailing) upon the declarant at the above- 
stated address, and proof of service (by affidavit or, in case 
of an attorney-at-law, by certificate) should be filed with 
the request. At any time after said date, the declaration, 
as filed or as it may be amended, may be permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered, will 
receive notice of further developments in this matter, 
including the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 












PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18410/May 9, 1974 


In the Matter of 


CENTRAL POWER AND LIGHT COMPANY 
120 North Chaparral Street 

Corpus Christi, Texas 78403 

(70-5498) 


NOTICE OF PROPOSED INSTALLMENT PURCHASE 
OF POLLUTION CONTROL FACILITIES; REQUEST 
FOR EXEMPTION FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Central Power and 
Light Company, ("CP&L”) an electric utility subsidiary 
company of Central and South West Corporation, a 
registered holding company, has filed an application-decla- 
ration with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 ("Act”) designating 
Sections 6(a), 7, 9(a) (1), 10, 12(d) and Rules 44(b) (3) 
and 50 promulgated thereunder as applicable to the pro- 
posed transactions. All interested persons are referred to 
the application-declaration, which is summarized below, 
for a complete statement of the proposed transactions. 


CP&L states that in order to comply with applicable 
federal and state control standards with respect to its 
Barney M. Davis Power Station presently under construc- 
tion in Nueces County, Texas, it is necessary to construct 
certain air and water pollution control facilities 
(“facilities”). To finance construction of the facilities, 
CP&L proposes to enter into an Installment Sale Agree- 
ment (“agreement”) with the Nueces County Navigation 
District No. 1 (“District”), an instrumentality of the State 
of Texas. 


The agreement provides that CP&L will transfer to the 
District CP&L’s interest in the facilities as they presently 
exist and that the District will reimburse CP&L for the 
cost of construction of the presently completed facilities. 
CP&L will then cause the construction of the facilities to 
be completed for the District, the District reimbursing 
CP&L for the costs of construction to the extent funds 
are available in the construction fund created under an' 
Indenture of Trust ("indenture”), as further described be- 
low. Upon completion of the construction of the facilities, 
title to the facilities will automatically vest in CP&L, and 
CP&L will pay for the facilities through installments, as 
further described below. 


The District will finance the acquisition and construction 
of the facilities through the issue and sale of the District's 
Environmental Improvement Revenue Bonds, to be issued 
initially in two series, denominated “Series 1974, Issue 

A Bonds” and “Series 1974, Issue B Bonds” (collectively, 
the “bonds”). The Issue A Bonds will be in a total prin- 
cipal amount of $8,000,000, the bond sale proceeds to be 
used to finance the cost of the water pollution control 
facilities. The Issue B Bonds will be in a total principal 
amount of $1,000,000, the bond sale proceeds to be used 
to finance the cost of the air pollution control facilities. 
The bonds will be issued under the indenture between the 
District and a corporate trustee approved by CP&L; the 
bonds will be dated June 1, 1974, will bear interest semi- 
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annually and will mature June 1, 2004. The bonds are not 
redeemable prior to 1984 except under certain circum- 
stances. The bonds are subject to mandatory redemption 
beginning in 1990 in satisfaction of sinking fund provisions 
which will cause at least 25% in principal amount of the 
bonds to be retired prior to maturity. 


The proceeds from the sale of the bonds (except as other- 
wise required by the indenture) will be deposited in a con- 
struction of the facilities will be reimbursed to CP&L out of 
funds in the construction fund. In the event amounts in 
the construction fund are insufficient to pay all costs of 

the facilities, the agreement obligates CP&L to pay all addi- 
tional amounts. 


The agreement contains an unsecured commitment by 
CP&L to pay the District the purchase price for the facili- 
ties in installments. The installments will be sufficient to 
enable the District to pay principal, interest, sinking fund 
and redemption premium requirements with respect to the 
bonds. 


CP&L states that it is contemplated that the bonds will be 
sold by the District pursuant to arrangements between the 
District and Blyth Eastman Dillion & Co., Inc., as under- 
writer. It is expected that the terms of the bonds, including 
sale price and interest rate, will be agreed upon on or about 
June 11, 1974, that a public offering of the bonds will be 
made on July 10, 1974. CP&L will not be a party to the 
Bond Purchase Agreement, pursuant to which the under: 
writer will purchase the bonds from the District, but the 
Bond Purchase Agreement provides that the terms of the 
bonds and of the indenture will be satisfactory to CP&L. 


CP&L states that counsel states they are prepared to give 
a legal opinion that interest on the bonds will be exempt 
from federal income taxation. CP&L states that it has 
been advised that similar tax-exempt bonds have histori- 
cally carried an annual interest rate approximately 112% to 
2%2% lower than comparable taxable long-term bonds. 


CP&L requests exception from the competitive bidding 
requirements of Rule 50 pursuant to clause (a) (5) thereof. 


Fees and expenses to be incurred in connection with the 
proposed transactions are estimated at $100,000, including 
legal fees of $58,750. It is stated that no state commission 
and no federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN, that any interested person 
may, not later than June 3, 1974, request in writing that a 
hearing be held with respect to the proposed transactions, 
stating the nature of his interest, the reasons for such re- 
quest, and the issues of fact or law raised by said appli- 
cation-declaration which he desires to controvert; or he 
may request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request should 
be served personally or by mail (air mail if the person 

being served is located more than 500 miles from the point 
of mailing) upon the applicant-declarant at the above-stated 
address, and proof of service (by affidavit or, in case of an 
attorney-at-law, by certificate) should be filed with the re- 
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quest. At any time after said date, the application-decla- 
ration, as filed or as it may be amended, may be granted 
and permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a hearing is 
ordered will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18411/May 9, 1974 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New York, New York 
(70-5366) 


SUPPLEMENTAL ORDER REGARDING INCREASE IN 
AMOUNT OF AUTHORIZED BANK BORROWINGS 


Middle South Utilities, Inc., (“Middle South”), a registered 
holding company, has filed a fourth post-effective amend- 
ment to its declaration in this proceeding pursuant to 
Sections 6(a) and 7 of the Public Utility Holding Company 
Act of 1935 (“Act”) regarding the following proposed 
transaction. 


By order dated August 24, 1973 (HCAR 18065), the Com- 
mission authorized Middle South to issue and sell its un- 
secured promissory notes in an aggregate amount not to 
exceed $30,000,000 outstanding at any one time under a 
$135,000,000 revolving credit agreement ("Credit Agree- 
ment”) with a group of 7 commercial banks headed by 
Manufacturers Hanover Trust Company of New York 
("Banks”). The aggregate maximum amount of authorized 
borrowings was established at $83,700,000, by post-ef- 
fective amendments numbers 1, 2, and 3 to the declara- 
tion (HCAR 18178, 18214, and 18345). Middle South 
now proposes to increase the amount of authorized bor- 
rowings from the Banks from $83,700,000 to 
$103,700,000. The proportions in which the borrowing 
will be made, the interest rate, the maturity date, the form 
of note, and all other terms and conditions of the borrow- 
ing will be the same as those terms and conditions set forth 
in the Credit Agreement and the original filing herein, 
heretofore described and authorized in the Commission 
order dated August 24, 1973. 


The proceeds of the borrowing will be utilized to purchase 
1,600,000 shares of common stock, $12.50 par value, of 
Arkansas Power and Light Company, a wholly-owned e- 
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lectric utility subsidiary company of Middle South, for an 
aggregate of $20,000,000 in cash. Such purchase is the 
subject of an application-declaration filed concurrently by 
Arkansas Power & Light Company and Middle South (File 
No. 70-5487). 


No State or Federal commission, other than this Com- 
mission, has jurisdiction over the proposed transaction. 


Due notice of the filing of said post-effective amendment 
to the declaration has been given in the manner prescribed 
in Rule 23 promulgated under the Act (Holding Company 
Act Release No. 18370), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said declaration, as amended 
by said post-effective amendment, be permitted to become 
effective: 


IT iS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended by said post-effective amendment, be, and it here- 
by is, permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 promul- 
gated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18412/May 10, 1974 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INc. 
Wilmington, Delaware 


COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 

COLUMBIA GAS OF VIRGINIA, INC. 

COLUMBIA GAS OF OHIO, INC. 

THE OHIO VALLEY GAS COMPANY 

COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 

COLUMBIA GAS OF MARYLAND, INC. 
COLUMBIA HYDROCARBON CORPORATION 
COLUMBIA GAS TRANSMISSION CORPORATION 
COLUMBIA LNG CORPORATION 

COLUMBIA GAS DEVELOPMENT CORPORATION 
COLUMBIA GAS DEVELOPMENT OF CANADA LTD. 


(70-5482) 


ORDER AUTHORIZING INTRASYSTEM FINANCING 






The Columbia Gas System, Inc. (“Columbia”), a registered 
holding company, and its above-named wholly-owned subsi- 
diary companies (hereinafter referred to as “Columbia of 
W. Va.”, “Columbia of Ky.”, “Columbia of Va.”, “Columbia 
of Ohio”, “Ohio Valley”, “Columbia of Pa.”, “Columbia 

of N. Y.”, “Columbia of Md.”, “Hydrocarbon”, “Coiumbia 
Transmission”, “Columbia LNG”, “Development U.S.”, 

and “Development Canada”) have filed an application- 
declaration and an amendment thereto with this Com- 
mission pursuant to Sections 6(b), 9(a), 10, and 12(b) of 
the Public Utility Holding Company Act of 1935 ("Act”) 
and Rule 45 promulgated thereunder regarding the fol- 
lowing proposed transactions. 


The subsidiary companies propose to issue and sell, and 
Columbia proposes to acquire, prior to April 1, 1975, (a) 
unsecured installment notes not in excess of the respective 
amounts set forth below and (b) common stock, at the 

par value, in the respective amounts set forth below. 
Columbia also proposes to advance on open account to 
certain of the subsidiary companies, from time to time 
during 1974, up to the respective amounts set forth below: 








Insta!iment 
Advances Common Stock Notes 
Columbia 
of W. Va. $ 5,000,000 $ 9,000,000 $ _ 
Columbia 
of Ky. 3,500,000 _ ot 
Columbia 
of Va. 600,000 = -- 
Columbia 
LNG - 14,400,000 32,800,000 
Hydrocarbon -- -- 1,500,000 
Columbia 
Transmission 64,000,000 _- 50,000,000 
Columbia 
of Ohio 29,000,000 _ 10,000,000 
Ohio Valley 1,800,000 _ 1,000,000 
Columbia 
of Pa. 7,000,000 -- 5,700,000 
Columbia 
of N.Y. 500,000 - --- 
Columbia 
of Md. 600,000 _ _ 
Development U.S. a 97,000,000 o-- 
Development Canada -—- 6,500,000 - 
TOTAL $112,000,000 $126,900,000 $101,000,000 


The $9,000,000 equity contribution to Columbia of W. Va. 
includes 80,000 shares of common stock, $25 par value, in 
the aggregate of $2,000,000 to finance net cash required 
for construction, and a cash capital contribution in the 
aggregate amount of $7,000,000 to offset Columbia of W. 
Va.’s anticipated net cash loss from operations. Regarding 
Columbia of W. Va., Columbia also proposes, in addition 
to the advance and the common stock investment shown 

in the preceding table, and the cash capital contribution of 
$7,000,000, (1) to forgive interest coming due and pay- 
able through March 31, 1975, in an amount of up to 
$1,850,000, on all of that subsidiary’s indebtedness to 
Columbia and (2) to defer payment of installment debt 
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maturities due from that subsidiary until the year following 
the last installment nominally due under each issue of said 
installment debt. The filing indicates that the present pro- 
posals for financing Columbia of W. Va. through March 31, 
1975, reflect the fact that Columbia of W. Va. incurred a 
sizable net loss in the years 1971, 1972, and 1973, that a 
further loss is estimated for 1974, and that until extra- 
ordinary cost increases can be recouped through rate in- 
creases or otherwise, it is anticipated that Columbia of W. 
Va. will continue to have sizable operating deficits. The 
subsidiary companies will use the proceeds from the issue 
and sale of their notes and common stock along with inter- 
nally generated funds to finance their respective construc- 
tion programs and other corporate needs. Construction 
programs, in the aggregate, are estimated for 1974 to re- 
quire net capital expenditures of $297,464,000. The pro- 
ceeds of the open account advances will be used by the 
subsidiary companies to finance the purchase of under- 
ground storage gas inventories and miscellaneous other 
inventories and for short-term seasonal purposes. 


The installment notes will be acquired no later than March 
31, 1975, will be dated when issued, will, except in the 
case of Columbia LNG, be payable in twenty-five (25) 
equal annual installments on March 31 of each of the years 
1976 - 2000, inclusive, and may be prepaid at any time, in 
whole or in part, without premium. The installment notes 
issued by Columbia LNG for financing the Cove Point, 
Maryland, storage and regasification facility, in the amount 
of $32,800,000 will be due in twenty (20) equal annual 
installments on October first of each of the years 1977 to 
1996, inclusive. Interest on all of the notes will accrue 
from the date of issue and is to be paid semiannually on 
the unpaid principal balance. The interest rate will be the 
actual cost of money to Columbia with respect to its last 
sale of debentures and/or preferred stock prior to the is- 
suance of said notes, decreased by an amount necessary in 
order that the interest rate be a multiple of 1/10th of 1%. 
The installment notes to be issued initially will, therefore, 
bear an interest rate of 7.6%, and installment notes to be 
issued subsequent to Columbia’s future financings will 
carry an interest rate related to the last such sale of securi- 
ties prior to the issuance of said notes. 


The proposed open account advances will be made by 
Columbia from time to time during 1974 and will be paid 
by the subsidiary companies in three equal installments on 
February 28, March 31, and April 30, 1975. The open ac- 
count advances will initially bear interest at the prime com- 
mercial bank rate in effect from time to time at Morgan 
Guaranty Trust Company of New York. The interest 
charges will be adjusted, after the storage financing period, 
to the effective interest cost Columbia achieves on its 
short-term borrowing for this purpose. 


It is requested that authority be granted to file certificates 
under Rule 24 with respect to the proposed transactions 
on a quarterly basis. 


The record is incomplete with respect to the installment 
notes to be issued by Columbia of Ohio, Ohio Valley, and 
Columbia of Pa. 


Requisite authorization of the proposed transactions has 
been obtained from the Public Service Commission of West 
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Virginia. The Pennsylvania Public Utility Commission has 
jurisdiction over the sale of the notes by Columbia of Pa., 
and The Public Utilities Commission of Ohio has jurisdic- 
tion over the sale of the notes by Columbia of Ohio and 
Ohio Valley. No other State commission or Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed by Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
18359), and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in the 
record, it is hereby found, with respect to the above-de- 
scribed transactions as to which the record is complete, 
that the applicable provisions of the Act and rules pro- 
mulgated thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers that 
the amended application-declaration in respect of said 


transactions be granted and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and the rules thereunder, that the application- 
declaration, as amended, be, and it hereby is, granted and 
permitted to become effective forthwith with respect to 
the proposed transactions as to which the record has been 
completed, subject to the terms and conditions prescribed 
in Rule 24 promulgated under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved over the proposed transactions as to 
which the record is not yet complete. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8343/May 6, 1974 


in the Matter of 


QUAKER STATE FUND, PENNSYLVANIA 
MUNICIPAL TAX-EXEMPT TRUST 
(FIRST SERIES AND SUBSEQUENT SERIES) 


c/o Moore, Leonard & Lynch, Incorporated 
525 William Penn Place 

Pittsburgh, Pennsylvania 15219 

(812-3589) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 14(a) OF 
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THE ACT AND FROM RULES 19b-1 AND 22c-1 UNDER 
THE ACT 


Quaker State Fund, Pennsylvania Municipal Tax-Exempt 
Trust (First Series and Subsequent Series) (“Applicant”), 
registered under the Investment Company Act of 1940 
(“Act”) as a unit investment trust, has filed an application 
pursuant to Section 6(c) of the Act for an order of exemp- 
tion: (i) from the initial net worth provisions of Section 
14(a) of the Act; (ii) from the provisions of Rule 19b-1 
under the Act to permit each series to distribute capital 
gains more often than once annually; and (iii) from the 
provisions of Rule 22c-1 to permit the sponsors of the 
series to maintain a secondary market for the purchase and 
sale of units of each series at prices based on the previous 
Friday’s evaluations of bonds in the portfolio. 


On April 8, 1974, a notice (Investment Company Act 
Release No. 8301) was issued of the filing of said appli- 
cation. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the infor- 
mation stated therein unless a hearing should be ordered. 
No request for a hearing has been filed, and the Commission 
has not ordered a hearing. 


The matter having been considered, it is found that the 
exemption requested is appropriate in the public interest 
and consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions of 
the Act. Accordingly, 


IT |S ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from Section 14(a) of the 
Act and from Rule 19b-1 and Rule 22c-1 under the Act be, 
and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8344/May 8, 1974 


In the Matter of 


TEMPORARY INVESTMENT FUND, INC. 
1730 Pennsylvania Avenue 
Washington, D. C. 20006 


(812-3391) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) FOR EXEMPTION FROM THE PROVISIONS OF 
RULE 19b-1 


NOTICE IS HEREBY GIVEN that Temporary Investment 
Fund, Inc. (“Applicant”), an open-end diversified manage- 
ment investment company registered under the Investment 





Company Act of 1940 ("Act”), has filed an application 
pursuant to Section 6(c) of the Act for exemption from 
the provisions of Rule 19b-1 under the Act. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations therein, 
which are set forth below. 


Applicant was organized on February 8, 1973, as a vehicle 
through which institutions can invest short-term cash re- 
serves in a portfolio of so-called “money market” securities 
with maturities generally not exceeding 6 months includ- 
ing Treasury Bills, other obligations issued or guaranteed by 
the Federal Government, its agencies or instrumentalities, 
certificates of deposit, bankers’ acceptances, commercial 
paper and variable amount demand master notes. Appli- 
cant’s investment objectives are to seek current income 

and stability of principal. 


Except in limited instances, it is not anticipated that 
Applicant will invest in securities with maturities exceed- 
ing six months, and in no event will such securities be 
purchased with a view to the realization of long-term capi- 
tal gains. Assuming that this application is granted, any 
capital gains realized by Applicant will be distributed 
currently. 


The Comptroller of the Currency has determined that the 
purchase of shares of Applicant by national banks acting 
on behalf of their fiduciary accounts, is not contrary to 
applicable regulations if consistent with the purposes of 
the particular account and propér under the laws of the 
state in which the bank is located. Although Applicant is 
particularly designed for investment by banks, the Appli- 
cation states that it may be equally suitable for the invest- 
ment of short-term funds held or managed by broker/ 
dealers, investment counsellors, insurance companies, 
employee benefit plans, colleges, churches, charities, cor- 
porations and other institutions. However, Applicant's 
shares may not be purchased by individuals. 


Loeb, Rhoades & Co. will serve as Administrator and 
Distributor of the Applicant:and Provident National Bank 
will serve as Investment Adviser. Shares of Applicant will 
be sold and may be redeemed by shareholders on any busi- 
ness day at the net asset value per share. Net asset value 
will be determined once each day immediately after the 
declaration of dividends comprising the previous period’s 
net income. Dividends will be declared daily and paid to 
shareholders monthly. 


The minimum initial investment in Applicant is $1U0,000. 
Subsequent investments must be made in increments of 
$1,000, but an investor need not maintain any minimum 
investment. All funds will be invested in full and fractional 
shares. Shares must be paid for, and redemptions will be 
made, in Federal Funds. Stock certificates will not be is- 
sued unless requested in writing by a shareholder. 


Rule 19b-1, as here pertinent, prohibits distributions of 
capital gains dividends more frequently than once a year. 
Applicant represents that it will generally not acquire 
portfolio securities with maturities exceeding six months 
except in limited instances, but in no case will such 
instruments be acquired with a view to the realization of 
long-term capital gains. If unanticipated circumstances in 
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fact result in the realization of such gains, however, Appli- 
cant wishes to be in a position to distribute such gains at 
approximately the same time they are realized in light of 
Applicant's investment objective of seeking current income 
and its intended practice of declaring dividends daily and 
distributing them monthly. If such gains could not be 
distributed currently, Applicant’s net asset value on each 
daily valuation day would be increased by the amount of 
such undistributed gain with no current benefit accruing 
to shareholders unless they opt to redeem. 


The application alleges that the principal purposes of Rule 
19b-1 are to avoid confusion of the shareholder as to what 
constitutes regular dividends from interest income, as op- 
posed to capital gains; and to relieve investment company 
managers from pressure to realize such gains. Applicant 
states that such dangers are irrelevant to its operations in 
light of: (a) the sophistication of its shareholders; (b) the 
fact that Applicant explicitly disclaims any intention of 
seeking such gains (or, except in limited circumstances, of 
even acquiring securities with maturities of more than 6 
months); and (c) the intention of Applicant to advise 
shareholders as to what portion of any distribution com- 
prises capital gains. 


Section 6(c) authorizes the Commission to exempt any 
person, security, or transaction, or any class or classes of 
persons, securities, or transactions from the provisions of 
the Act and Rules promulgated thereunder if and to the 
extent that such exemption is necessary or appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 3, 1974 at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter, accompanied by a statement as to ihe nature of his 
interest, the reason for such request and the issues of fact 
or law proposed to be controverted, or he may request that 
he be notified if the Commission should order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request shall be served 
personally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon Applicant at the address stated above. Proof of such 
service (by affidavit or in case of an attorney-at-law by 
certificate) shall be filed contemporaneously with the re- 
quest. As provided by Rule 0-5 of the Rules and Regu- 
lations promulgated under the Act, an order disposing of 
the matter will be issued as of course following said date 
unless the Commission thereafter orders a hearing upon re- 
quest or upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8345/May 8, 1974 


In the Matter of 


GENERAL ELECTRIC OVERSEAS CAPITAL 
CORPORATION 

570 Lexington Avenue 

New York, New York 10022 

(812-3568) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR AN EXEMPTION FROM CER- 
TAIN PROVISIONS OF RULE 6c-1 THEREUNDER. 


NOTICE IS HEREBY GIVEN THAT General Electric Qver- 
seas Capital Corporation (“Applicant”), a wholly owned 
finance subsidiary of General Electric Company ("GE"), 
has filed an application pursuant to Section 6(c) of the 
Investment Company Act of 1940 (“Act”) for an order 
exempting it from the provision of subparagraph (b) (7) 
of Rule 6c-1 (“Rule”) under the Act which requires that 
90% of Applicant’s assets must be invested in or loaned 

to companies at least 10% of the equity securities of which 
are, or at the completion of the investment will be, owned 
directly or indirectly by GE. Applicant is seeking a reduc- 
tion of that requirement from 90% to 60%. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations con- 
tained therein, which are summarized below. 


Rule 6c-1 states certain requirements which Applicant 
must meet in order to be exempt from all provisions of the 
Act. Subparagraph (b) (7) thereof requires that at least 
90% of the assets of the finance subsidiary, exclusive of 
United States Government securities and cash items and 
short-term investments in foreign government and com- 
mercial paper, will be invested in or loaned to companies 
at least 10% of the equity securities of which are, or at 
the completion of the investment will be owned, directly 
or indirectly, by the parent company, and any assets of 
the finance subsidiary not invested in such companies will 
only be invested in or loaned to companies which are cus- 
tomers or suppliers of the parent company or a subsidiary 
of the parent company; and any of the assets invested in 
or loaned to investment companies will only be invested 
in or loaned to investment companies which are wholly- 
owned subsidiaries of the parent company. 


Applicant was incorporated in 1965, in part to support 
export sales to GE’s foreign customers. On December 7, 
1965, the Commission granted Applicant an exemption 
from all provisions of the Act (Act Release No. 4433). 
Applicant indicated in its application for such order that it 
then contemplated that at least 90% of its assets would be 
invested in or loaned to foreign companies which were af- 
filiates of GE within the meaning of the Act. Following 
the Commission’s adoption of Rule 6c-1 in 1968, Appli- 
cant was requested by the Commission to relinquish its 
exemptive order and to operate under the Rule and agreed 
to do so. Applicant's earlier exemptive order was, ac- 
cordingly, rescinded. 


Subsequently GE began using Applicant to make loans to 
foreign airlines to assist them in purchasing McDonnell 
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Douglas DC-10 aircraft using GE engines. Because of the 
magnitude of the loan program, Applicant reached the 
maximum permitted limits under the Rule in July, 1973. 
Although Applicant is presently complying with the Rule, 
it has been necessary for it to transfer some of its loans to 
GE in order to do so. Because Applicant is already com- 
mitted to lend substantial additional amounts under exist- 
ing loan agreements, Applicant states that further transfers 
will be required in the near future unless the order sought 
is granted. For the following reasons Applicant believes 
that such transfers are undesirable and that it should be 
permitted to allocate up to 40% of its assets for investment 
in and loans to companies which are unaffiliated customers 
or suppliers of GE or a subsidiary of GE: 


1. Based on past experience and present conditions, Appli- 
cant states that continued sales of DC-10 aircraft and their 
associated engines can be made only to foreign customers 
to whom credit is advanced. In the earlier phase of the DC- 
10 program, this required GE (through Applicant) to as- 
sume a very substantial portion of the financing burden for 
the sales of the jet engines. Although the need for finan- 
cing from the manufacturers has diminished, Applicant 
states that it is still required on occasion to make new loans 
to procure sales. Applicant asserts that obtaining foreign 
sales has been and continues to be of great importance to 
the success of the DC-10 program. From the standpoint of 
the United States balance of payments, Applicant states 
that the aggregate value of export sales of the aircraft (in- 
cluding engines) placed under firm orders or under options 
to date is in excess of $2 billion and that accordingly the 
program has real significance to this country’s continued 
economic health. 


2. Applicant states that since GE itself could make almost 
all the loans GE should not be prevented from realizing the 
advantages which accrue when Applicant makes them. 

First, by using Applicant, GE minimizes to some extent the 
risk in making the 'oans which might result if the lender 
were also the manufacturer, should a dispute arise out of a 
claim by the purchaser of inadequate engine performance. 
Second, use of Applicant assures greater potential flexibility 
in tapping sources of funds for these loans since Applicant 
can avail itself, when financial conditions are favorable, of 
the Eurodollar pool as a source for funds to support air- 
line financing loans, a source which would be partly fore- 
closed to GE because of certain provisions of the Internal 
Revenue Code. Third, Applicant has been able to make 
loans to support the DC-10 program in circumstances in 
which GE could not do so without incurring substantial tax 
burdens under foreign tax laws. 


3. Applicant submits that an examination of the purposes 
and policies of the Act, as reflected in Section 1(b) thereof, 
indicates that granting the relief sought in the application 
would not in any way involve or give rise to any of the 
dangers or abuses which the Act was designed to eliminate 
or remedy. Applicant is not a conventional investment 
company which owns, holds or trades securities and is 
owned directly by the public. Rather, it is an entity whose 
sole purpose is to provide a méthod of financing for the 
foreign business activities of GEin such a way as to pro- 
mote a favorable United States balance of payments. Ap- 


plicant further submits that, to the extent that subparagraph 


(b)(7) of Rule 6c-1 is sought to be modified, it is believed 





that Applicant's agreement that the assets not invested in 
affiliates of GE or its subsidiaries will be loaned only to 
customers or suppliers of GE or its subsidiaries will be ade- 
quate to preclude the possibility that Applicant might be- 
come, in effect, an investment company investing in secur- 
ities solely ‘in anticipation of the return to be derived there- 
from or the profits to be made upon trading therein. Fin- 
ally, Applicant argues that since all of the outstanding se- 
curities of Applicant not held by its parent are debt secur- 
ities, guaranteed by GE, public security holders of Appli- 
cant rely on the credit of GE rather than on the loan port- 
folio of Applicant. Applicant therefore submits that there 
would not appear to be a compelling need for the holders 
of its securities to be protected by the more stringent pro- 
visions of the Rule. 


4. Applicant indicates that it has been forced to transfer 
some $11.5 million of foreign airline financing loans to GE 
in order to maintain compliance with the existing 10% lim- 
itation in the Rule. Applicant submits that the adminis- 
trative burdens involved in transferring such loans are ex- 
tensive and achieve no additional protection to the investors 
either in securities of Applicant or GE. 


Applicant states that it is seeking this exemption in order 
to increase the flexibility necessary to promote export 
sales to foreigners, thereby benefiting the United States 
balance of payments; and Applicant also states that the 
exemption requested is appropriate in the public interest 
and consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions of 
the Act. 


Section 6(c) authorizes the Commission to exempt any 
person, security, or transaction, or any class or classes of 
persons, securities, or transactions from the provisions of 
the Act and Rules promulgated thereunder if and to the 
extent that such exemption is necessary or appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 3, 1974 at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission should order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the Applicant at the address stated above. 
Proof of such service (by affidavit or, in case of an attor- 
ney-at-law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order disposing 
of the application herein will be issued as of course follow- 
ing said date unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own mo- 
tion. Persons who request a hearing or advice as to whether 
a hearing is ordered will receive notice of further develop- 
ments in this matter, including the date of the hearing (if 
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ordered) and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8346/May 10, 1974 


In the Matter of 


HARTFORD VARIABLE ANNUITY LIFE 
INSURANCE COMPANY 


and 


HARTFORD VARIABLE ANNUITY LIFE 
INSURANCE COMPANY - SEPARATE ACCOUNT 
Hartford Plaza 

Hartford, Connecticut 06115 

(812-3191) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANTS FROM SECTION 22(d) OF 
THE ACT 


Hartford Variable Annuity Life Insurance Company (“‘In- 
surance Company”) and Hartford Variable Annuity Life 
Insurance Company - Separate Account, an open-end, di- 
versified management investment company registered 
under the Investment Company Act of 1940 (“Act’’) 
(hereinafter ““Applicants’”’), have filed an application for an 
order exempting Applicants from the provisions of Section 


22(d) of the Act to permit the sales of variable annuity con- 


tracts (1) without sales and administrative charges when 
such contracts are purchased with proceeds derived from 
certain Insurance Company products and (2) with reduced 
sales and administrative charges when such contracts are 
purchased with proceeds derived from products of affili- 
ated companies of Insurance Company. 


On April 12, 1974, a notice was issued (Investment Com- 
pany Act Release No. 8305) of the filing of said applica- 
tion. The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application might be issued upon the basis of the informa- 
tion stated therein, unless a hearing should be ordered. 

No request for a hearing has been filed, and the Commis- 
sion has not ordered a hearing. 


The matter having been considered, it is found that the ex- 
emption requested is appropriate in the public interest and 
consistent with the protection of investors and the pur- 
poses fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, that 
Applicants be, and hereby are, exempted from the provi- 
sions of Section 22(d) of the Act to the extent requested 
in the application, effective forthwith. 


For the Commission, by the Division of Investment Man- 
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agement Regulation, pursuant to delegated authority. 





George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8347/May 10, 1974 


See Investment Advisers Act Release No. 413/May 10, 
1974. 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 412/May 9, 1974 


In the Matter of 


THE INSERCO CORPORATION, ET AL. 
(Administrative Proceeding No. 3-4482) 


The Securities and Exchange Commission has ordered pub- 
lic administrative proceedings under the Investment Ad- 
visers Act of 1940 against The Inserco Corporation, a 
registered investment adviser in Washington, D.C., and 
John C. Carruthers of Potmac, Maryland, the president and 
chief executive officer of The Inserco Corporation. 


The order is based upon allegations by the staff of the 
Commission that during the period from during or about 
November 1973 to during or about February 1974, the 
Respondents willfully violated and willfully aided and 
abetted violations of the anti-fraud provisions of the in- 
vestment Advisers Act of 1940 by employing devices, 
schemes and artifices to defraud clients and prospective 
clients and engaging in transactions, practices and courses 
of business which operated as a fraud and deceit upon 
clients and prospective clients. As a part of the aforesaid 
conduct, it is alleged that the Respondents would and did: 


(1) make unauthorized withdrawals of funds of specific 
clients over which Respondents exercised dominion and 
control while failing to notify said clients of the withdraw- 
als; 


(2) draw checks payable to specific clients and affix an en- 
dorsement purporting to be that of the client without noti- 
fication to the client or seeking his authority to do same; 
and 


(3) prepare and disseminate to certain clients monthly 
statements-of-account not reflecting unauthorized with- 
drawals from said accounts while maintaining a separate 
set of monthly statements-of-account in the office of Re- 
gistrant for the same periods which do reflect said unauth- 
orized withdrawals. 


It is further alleged that by the aforementioned conduct, 
Registrant willfully violated and Carruthers willfully aided 

















and abetted violations of the books and records provisions 
of the Investment Advisers Act by making false entries in 
certain of Registrant’s books and records. 


A hearing will be scheduled by further order to take evi- 
dence on the staff’s allegations and to afford the Respon- 
dents an opportunity to offer any defenses thereto for the 
purpose of determining whether the allegations are true, 
and if so, whether any action of a remedial nature should 
be ordered by the Commission. 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 413/May 10, 1974 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8347/May 10, 1974 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 10791/May 10, 1974 


The Securities and Exchange Commission has ordered ad- 
ministrative proceedings under the Investment Advisers 
Act of 1940 (Advisers Act), the Investment Company Act 
of 1940 and the Securities Exchange Act of 1934, involv- 
ing Myron R. Holmgren (Registrant), doing business as 
Michael R. Scott, of Joliet, Illinois, a registered investment 
adviser. 


The proceedings, among other things, are based on allega- 
tions of the Commission's staff that Registrant during the 
period from about February 8, 1972 to date, in violation 
of the anti-fraud provisions of the Advisers Act, gave false 
and misleading material information about his past stock 
market investment activities to a book publishing com- 
pany for use by said publisher in the preparation of adver- 
tisements for a book on the stock market written by Regis- 
trant. 


In the order the staff also alleged that during the above 
period, in violation of the anti-fraud provisions of the Ad- 
visers Act, the Registrant published, circulated and dis- 
tributed and participated in and caused the publication, 
circulation and distribution of advertisements for Regis- 
trant’s book which contained untrue statements of mater- 
ial fact and which were otherwise false and misleading. The 
advertisements contained untrue statements and were 

false and misleading concerning, among other things, the 
dates and prices at which Registrant had purchased and 
sold certain securities, the profits made by Registrant on 
securities transactions executed by him for his own ac- 
count, the value of Registrant’s stock holdings at various 
times and dates, and the success and profits to be obtained 
from the stock market by the use of the technique taught 
in Registrant’s book. 


A hearing will be scheduled by further order to take evi- 
dence on the staff allegations and to afford the respondent 
an opportunity to offer any defenses thereto, for the pur- 
pose of determining whether the allegations are true and, 
if so, whether any action of a remedial nature should be 
ordered by the Commission. 
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Litigation Release No. 6350/May 6, 1974 
SEC v. MC MAHON AND HOBAN, INC. 


John |. Mayer, Administrator of the Chicago Regional Of- 
fice of the Securities and Exchange Commission announced 
that a preliminary injunction was entered on April 26, 1974, 
in the U.S. District Court at Chicago, Illinois, prohibiting 
Mc Mahon and Hoban, Inc., a registered broker-dealer lo- 
cated in Chicago, from further violations of the Commis- 
sion’s rules relating to net capital, bookkeeping, and segre- 
gation and safeguarding of customers’ funds and securities. 
At the same time, the Securities Investor Protection Cor- 
poration (SIPC) filed an application alleging that McMahon 
and Hoban, Inc. has failed to meet its obligations to cus- 
tomers and that such customers are in need of protection 
under the Securities Investor Protection Act of 1970. 


The defendant consented to the entry of the order of pre- 
liminary injunction and to the appointment of a SIPC 
trustee without admitting or denying the allegations of the 
Commission’s complaint or SIPC’s application. Judge 
Prentice Marshall appointed J. Kirk Windle, of counsel to 
the law firm of Boodell, Sears, Sugrue, Giambalvo, and 
Crowley, 1 IBM Plaza, Suite 2650, Chicago, IIlinois 60611, 
as SIPC trustee. 





Litigation Release No. 6351/May 6, 1974 


John |. Mayer, Administrator of the Chicago Regional Of- 
fice, announced that on April 16, 1974 the Commission 
filed suit in the Northern District of Illinois, Eastern Divi- 
sion, against Steed Industries, Inc. and nineteen individual 
defendants who sold to the public more than thirteen mil- 
lion dollars in securities, in the form of interests in a pyra- 
mid promotion scheme. 


More specifically, the complaint alleges that Steed and the 
individual defendants, by misrepresentation and omission, 
sold investment contracts, certificates of interest or parti- 
cipation in profit-sharing agreements, and interests com- 
monly known as securities, in a pyramid promotion or end- 
less chain scheme. 


The complaint charges that the defendants violated the 
registration and anti-fraud provisions of the Federal securi- 
ties acts, and made untrue statements of material facts and 
omitted to state material facts. On April 17, 1974 Steed 
Industries, Inc. consented to an order temporarily restrain- 
ing defendants from dissipating, concealing or disposing of 
any assets. 


In addition, the complaint requests injunctive relief, the 
appointment of a receiver, an accounting, and disgorgement 
of all profits received by defendants through the alleged 
fraud. 
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Litigation Release No. 6352/May 7, 1974 


SEC v. THE INSERCO CORPORATION, et al. 
(D.C. Civil Action No. 74-671) 


William R. Schief, Administrator of the Washington Re- 
gional Office of the Securities and Exchange Commission 
today announced that on May 2, 1974, the Commission 
filed a Complaint for a permanent injunction, in the United 
States District Court for the District of Columbia charging 
The Inserco Corporation, a registered investment adviser 
in Washington, D. C., and John C. Carruthers of Potomac, 
Maryland, the president and chief executive officer of The 
Inserco Corporation, with violations of the anti-fraud and 
books and records provisions of the Investment Advisers 
Act of 1940. 


The Compiaint alleges that the defendants violated the 
aforementioned anti-fraud provisions by employing de- 
vices, schemes and artifices to defraud clients and prospec- 
tive clients and engaging in transactions, practices, and 
courses of business which operated as a fraud and deceit 
upon clients and prospective clients. As a part of the afore- 
said conduct, it is alleged that the defendants would and 
did: 


(a) draw checks on certain clients’ account payable to said 
clients and affix an endorsement purporting to be that of 
the client, all without the knowledge, consent or authority 
of such clients; and 


(b) convert to their own use said monies belonging to such 
clients by withdrawing such monies from the accounts of 
such clients without the knowledge, consent or authority 
of such clients; and 


(c) prepare and deliver to such clients monthly statements- 
of-account which did not reflect or record such unauthor- 
ized withdrawals from said accounts, while preparing and 
maintaining a separate set of monthly statements-of-ac- 
count in the office of Inserco for the same periods which 
reflect said unauthorized withdrawals. 


Contemporaneously with the filing of this action, the de- 
fendants consented to the entry of a final judgment of per- 
manent injunction without admitting or denying the alle- 
gations contained therein. Pursuant to such consent the 
Honorable William B. Bryant, United States District Judge 
for the District of Columbia, entered a Final Judgment 
permanently enjoining the defendants from further viola- 
tions of the previously mentioned provisions of the federal 
securities laws. In the Final Judgment the Court expressly 


retained jurisdiction to determine the need for the appoint- 


ment of a Receiver for The Inserco Corporation in the 
event that an application for such is filed. 





Litigation Release No. 6353/May 7, 1974 


William D. Moran, Administrator of the New York Region- 
al Office of the Securities and Exchange Commission, an- 
nounced that Judge Milton Pollack has signed, at various 
times between January 18 and April 18, 1974, final judg- 
ments of permanent injunction against Canusa Holdings, 
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Ltd. (Canada), Canusa Holdings, Ltd. (Delaware), Edward 
H. Miller, Jr., Robert Gooding, STA Investors, Inc., Trans- 
fers Unlimited, Inc., Gertrude Sabatino, Michael Weinstein, 
Norman Gomberg, Howard Lawrence & Co., Inc., Allen 
Gorer, Samuel Rosengarten, Michael Mastrangelo and Er- 
win Gerstenzang. All of the defendants, except Canusa 
Holdings, Ltd. (Delaware), Gooding and STA, consented 
to the injunctions without admitting or denying the allega- 
tions contained in the Commission’s Complaint. The in- 
junctions against Canusa Holdings, Ltd. (Delaware), Good- 
ing and STA were entered on default. The judgments en- 
joined all of the defendants from further violations of the 
registration and anti-fraud provisions of the federal securi- 
ties laws. 


The Commission’s Complaint, filed in the United States 
District Court for the Southern District of New York on 
January 2, 1974, charged that the defendants sold and 
aided and abetted the illegal sale of approximately 850,000 
unregistered shares of the common stock of Canusa Hold- 
ings, Ltd. (Canada) and Canusa Holdings, Ltd. (Delaware). 
It was alleged that the defendants, in connection with these 
transactions, among other things, made use of material non- 
public information; failed to disclose the true financial con- 
dition of the two companies; arranged a sham transfer of 
liabilities to facilitate the unlawful distributions; sold stock 
at prices which were in excess of the prevailing market 
prices; placed misleading restrictive legends on certain 
stock certificates; and recommended the purchases of the 
common stock of Canusa Holdings, Ltd. (Delaware) with- 
out any reasonable basis upon which to base such recom- 
mendations. 


For further information, see Litigation Release No. 6195. 





Litigation Release No. 6354/May 7, 1974 


WILLIAM D. MORAN, Administrator of the New York Re- 
gional Office of the United States Securities and Exchange 
Commission, announced that sentences have been imposed 
on a number of defendants who had plead guilty to viola- 
tions of the federal securities law in connection with the 
offer and sale of the common stock of Fleurette, Inc., a 
Miami Corporation. The following sentences were imposed 
by Judae Jack B. Weinstein of the United States District 
Court for the Eastern District of New York. 

Defendant Sentences 
1. Dennis Carroll of 
Silver Springs, Maryland 


Received three years probation 
and a $2,000 fine. 


2. Lawrence Gilbert 
of Miami, Florida 


Received a two year suspended 
sentence and a $2,500 fine. 


Received a sentence of three 
years probation. 


3. Albert Sprung of 
New York City 


Received a one month jail sen- 
tence and a 23 month term of 
probation. 


Received a 6 month jail sen- | 


4. James Morse 


5. Norman Rubinson 
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of Miami, Florida tence, probation for a period of 


18 months and a fine of $10,000. 


During the 18 month period of 
probation, he is prohibited from 
dealing in securities. 


6. Equity Financial 
Trading Corporation 
of Florida 


Received a $10,000 fine. 


The original indictment in this case named 18 defendants, 
six of whom already have been sentenced. Four of the ori- 
ginal defendants - Gunther Hermann of West Germany, Ni- 
gel Hollings of Toronto, Canada, J. David Crosby of Mon- 
treal, Canada and Alex Alexander of Dallas, Texas - are fugi- 
tives from justice in regard to whom the case is still pend- 
ing. The case as to the defendant, Arthur Tortorella of New 
York City has been disposed of by a plea and sentence in 
connection with another matter in Baltimore, Maryland; 
similarly, the case as to another defendant, Raymond Mon- 
acelli was disposed of by a plea and sentence in connection 
with another matter in the United States District Court for 
the Southern District of New York. 


Charges were dismissed as to George Cohen of Miami, Flor- 
ida, Leonard Kozman of Cleveland, Ohio and Andrew Pila- 
to of Queens, New York. The trial of Henry C. Percevault, 
the only defendant in this case as to whom a trial was held, 
ended in a hung jury. Two remaining defendants Louis 
Kaye and Murray Taylor of New York City are awaiting 
sentence. 


For further information, see Litigation Release No. 5837/ 
(April 9, 1973). 





Litigation Release No. 6355/May 7, 1974 


The Department of Justice; C. Nelson Day, the United 
States Attorney for the District of Utah; the Internal Reve- 
nue Service; and the Securities and Exchange Commission 
today jointly announced that a Federal Grand Jury sitting 
in Salt Lake City, Utah, has recently handed down a num- 
ber of indictments alleging violations of various securities 
and other Federal statutes. The Grand Jury, which was em- 
paneled earlier this year by the Honorable Willis W. Ritter, 
Chief Judge for the District of Utah, has been considering a 
series of securities cases. The matters in question were pre- 
sented to the Grand Jury under the direction of Mr. Day, 
who was assisted in the presentations by Rodney Snow, As- 
sistant United States Attorney, and Richard Beckler, Char- 
les Hollen and Willard C. McBride, Special Attorneys of the 
Department of Justice in Washington, D.C. Additional as- 
sistance was provided by staff from the Commission and the 
Internal Revenue Service. The investigation leading to these 
indictments was primarily conducted by the Commission’s 
Salt Lake Branch Office and the Internal Revenue Service- 
SEC Joint Task Force for Shell Corporations. Indictments 
were handed down in six cases with seventeen persons and 
three entities being named as defendants. 


U.S. v. RIO DE ORO MINING COMPANY, et al. 


Named as defendants in this ten count indictment were Rio 








De Oro, Cari Powers, Virgil Redmond and Francis Lund. 
Powers, Redmond and Lund, of Salt Lake City, Utah, were 
charged with violations of securities fraud in the offer and 
sale of Rio De Oro Mining Company stock. According to 
the indictment, the defendants beginning on or about De- 
cember 1970 and continuing to on or about January 4, 
1973 gained control of Rio De Oro and through a series of 
corporate maneuvers have caused the sale of large blocks 
of Rio stock on their behalf to the public through the use 
of nominees. 


The indictment charges that the defendants made and 
caused to be made a number of false statements of material 
facts about the mining business and activities of Rio De Oro, 
including statements concerning the extent and scope of 

the property rights of Rio in the Red Creek Mine, in Dus- 
chesne County, Utah. The indictment further charges that 
faise statements were made to investors concerning the 
amount and nature of coal contained in the mining lease, 
that the open-pit method of mining was appropriate for that 
mine, and that contracts existed for Rio to sell the coal that 
was produced. Other allegations contained in the indict- 
ment charge that the defendants caused Southwest Mort- 
gage Company of Dallas, Texas to send to Rio a letter 

dated May 9, 1972 which indicated that Southwest Mort- 
gage Company was considering the financing of a $120 
million power plant Rio proposed constructing at the Red 
Creek Mine site, when in truth the defendants never serious- 
ly intended to build such a plant or obtain such financing. 


U.S. v. RICHARD T. CARDALL, et al. 


In this case the Grand Jury alleged that Richard T. Cardall, 
Frank L. Parks and William Allen, together with Interna- 
tional Chemical Development Corporation (“ICDC”) and 
Golden Rule Associates, and certain other individuals, have 
engaged in a scheme and conspiracy to sell unregistered 
stock of ICDC and to engage in various fraudulent activities 
concerning ICDC. According to the indictment, from on or 
about March of 1968 to up to and including the date of the 
indictment, the defendants and co-conspirators had engaged 
in a scheme to acquire control of ICDC and to thereafter 
distribute large amounts of its stock throughout the United 
States. In connection with such distribution, it is alleged 
that the defendants conducted an intensive promotional 
campaign through fraudulent means and through the use of 
false and misleading statements regarding |CDC’s activities. 
The indictment also charges the defendants with violations 
of the registration provisions of the securities laws in con- 
nection with the distribution of ICDC stock. 


U.S. v. JOHN J. BADGER, et al. 


The Grand Jury also returned a fourteen count indictment 
against John J. Badger, Jay Victor Miller, Evelyn Mitchener 
and John Earl Worthen. The indictment charges that from 
on or about September 8, 1972 until about June 15, 1973, 
John J. Badger, Jay Victor Miller and Evelyn Mitchener 
employed a scheme and artifice to defraud shareholders and 
prospective shareholders of Flying Diamond Corporation, 

a corporation with offices in Denver, Colorado, in that they 
caused forged stock certificates of Flying Diamond Corpor- 
ation to be issued in the names of their nominees and 
agents, and without authority of Flying Diamond Corpora- 
tion sold those shares to the public through accounts in two 





SEC DOCKET/291 





Salt Lake City broker-dealers. The indictment charges the 
defendants with receiving proceeds from stock sales in ex- 
cess of $600,000. 


The indictment further charges that Jay Victor Miller and 
John Earl Worthen on or about October 23, 1973 caused to 
be transported in interstate commerce, from the State of 
Utah to the State of Washington, falsely made, forged and 
altered stock certificates of Flying Diamond Corporation, as 
well as transporting certain rubber signature guarantee 
stamps used in the forging of the stock certificates. 


U.S. v. JAY VICTOR MILLER 


In a case somewhat related to U.S. v. John J. Badger, et al., 
Jay Victor Miller was indicted for criminal contempt of an 
order entered on July 11, 1973 by the United States District 


Court for the District of Utah, Central Division, in an injunc- 


tive action brought by Flying Diamond Corporation against 
Miller and other defendants. The indictment, in three 
counts, charges Miller with selling, transferring, delivering 
or disposing in any manner the shares of Flying Diamond 
Corporation in violation of the Court's order; with violating 
the Court's order prohibiting Miller from obtaining mail be- 
longing to Flying Diamond Corporation; and with failing to 
turn over to counsel for Flying Diamond Corporation vari- 
ous business records pertaining to Flying Diamond Corpor- 
ation’s common stock as he had been ordered to do by the 
Court. 


U.S. v. CHARLES P. MURANO, et al. 


In this case, the Grand Jury charged Charles P. Murano, 
Malcolm C. Petrie, David A. Gold and Robert M. Bryson, 
individuals who have either lived or conducted business in 
Salt Lake City, with conspiracy to violate and substantive 
violations of certain provisions of the Internal Revenue Ser- 
vice statutes. The indictment, in eleven counts, alleges that 
Murano, Petrie and Gold filed false tax returns which failed 
to include as income the proceeds of various sales of securi- 
ties effected through the use of undisclosed nominees. In 
addition, Bryson and Gold have been charged with failure 
to file tax returns for the periods covering the same type of 
securities activity. 


The Grand Jury is also considering other matters and fur- 
ther indictments may be expected in the future. 





Litigation Release No. 6356/May 7, 1974 


SEC v. AMPCO-AMERICAN MINERAL AND PETRO- 
LEUM CORPORATION, et al. 
(W.D. Wash., Civil Action File No. C74-219S) 


Jack H. Bookey, Administrator of the Seattle Regional Of- 
fice of the Securities and Exchange Commission, announced 
today that a complaint was filed in the United States Dis- 
trict Court at Seattle, Washington, on April 26, 1974, seek- 
ing an injunction against AMPCO-American Mineral and 
Petroleum Corporation, Bernard Aptaker, Lee Cornish, The 
Cornish Corporation, Veronika Crawford, Arthur Jonassen, 
James M. Robertson and First Northwestern Financial As- 
sociation, all of Seattle, to enjoin them from further viola- 
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tions of anti-fraud provisions of the federal securities laws. 
The complaint also prays that a receiver be appointed to 
take possession of the assets of the corporate defendants 
and hold them pending further order of the court, to pre- 
vent irreparable loss to investors in AMPCO. 


The complaint alleges that defendants sold over $800,000 
of convertible debentures of defendant AMPCO-American 
Mineral and Petroleum Corporation to nationals of France, 
Lebanon and other countries outside the United States, by 
making untrue representations as to use of the proceeds 
and other material facts. 


On April 26, 1974, the court entered an order temporarily 
restraining defendants from transferring, selling, pledging 
or otherwise disposing of assets. By agreement, a motion 
by the Commission for a temporary injunction has been set 
for hearing June 3, 1974. 





Litigation Release No. 6357/May 7, 1974 


SEC v. HAY SPRINGS CORPORATION, et al. 
(D. COLO Civil Action No. 74-401) 


Donald J. Stocking, Administrator of the Denver Regional 
Office of the Securities and Exchange Commission, today 
announced the filing of a civil complaint in the Federal 
District Court at Denver, Colorado on May 2, 1974, against 
Hay Springs Corporation and Cornhusker Associates, Inc. 
of Nebraska, Continental Colorado Corporation, Beran- 
Kaminski and Associates, Dove Creek Association, Ray J. 
Beran, Andrew M. Kaminski, Russell E. Griffith, 11, Linn 
Murray, Sam Seay, Leonard W. Wever, and Robert D. Gow- 
er of Denver, Colorado and Continental Title Co., Inc. and 
Amidon East of North Dakota seeking to enjoin them from 
violating the registration provisions of the federal securities 
laws in connection with the offer and sale of the common 
stock of the Hay Springs Corporation; stock subscription 
agreements of Cornhusker Associates, Inc.; notes and evi- 
dences of indebtedness of Beran-Kaminski and Associates, 
Hay Springs Corporation, and Cornhusker Associates, Inc.; 
limited partnership interests in Amidon East; and associa- 
tion memberships in Dove Creek Association. 


Further, an injunction is also sought against all defendants 
except Hay Springs Corporation, Dove Creek Association, 
and Cornhusker Associates, Inc. from violating the antifraud 
provisions of the federal securities laws in connection with 
the offer and sale of the common stock of the First Na- 
tional Bank of Hay Springs, Nebraska; notes and evidences 
of indebtedness of Beran-Kaminski and Associates and 
limited partnership interests in Amidon East. 


Contemporaneously there was filed a motion for prelimin- 
ary injunction with supporting papers. The motion has 
not been set down to be heard. 





Litigation Release No. 6358/May 7, 1974 


Robert F. Watson, Administrator of the Fort Worth Re- 
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gional Office of the Securities and Exchange Commission, 
today announced that on April 16, 1974, Federal District 
Judge Robert M. Hill, Dallas, Texas, entered orders of per- 
manent injunction by consent against Thomas W. Drake, Jr. 
and Nancy K. Wallace, a/k/a N. L. Knighten, of Dallas, 
Texas. 


The above defendants consented to the entry of injunctive 
orders without admitting or denying the allegations in the 
Commission’s complaint filed March 13, 1974, charging vio- 
lations of the registration and anti-fraud provisions of the 
federal securities laws in the offer and sale of common stock 
of American Educational Specialists, Inc., Tronics Corpora- 
tion, U.S. Environmental Systems, Inc., Erie-Niagara, Ltd. 
and Med-Peds, Inc. The order enjoining Drake prohibits 
further violations of the registration and anti-fraud provi- 
sions in connection with the offer and sale of the common 
stock of the above companies or any other securities. The 
order enjoining Wallace prohibits further violations of the 
anti-fraud provisions in connection with the offer and sale 
of the common stock of the above companies or any other 
securities. 


For further information see Litigation Release No. 6284. 





Litigation Release No. 6359/May 8, 1974 


SEC v. FINANCIAL FUND, INC. 
(W.D. Wa.) 


Jack H. Bookey, Regional Administrator of the Seattle Re- 
gional Office today announced the filing of a complaint in 

the United States District Court for the Western District of 
Washington on May 3, 1974 against Financial Fund, Inc. of 
Seattle. The complaint seeks to enjoin the defendant from 
further violations of Sections 10(a), 13(a), 22(e), 30(a), 30 
(d) and 34(b) of the Investment Company Act of 1940 and 
rules thereunder. 


The complaint generally alleges that, among other things, 
Financial Fund, Inc., an open-end, diversified, management 
type investment company registered under the Investment 
Company Act of 1940 has, since August 1, 1972, continued 
to have a board of directors more than 60 percent of whom 
were “interested persons”, that the company without auth- 
orization deviated from its statement of investment policy, 
that it has suspended the right of investors to redeem its 
redeemable shares since about July 15, 1973, and that it has 
failed to make accurate and timely reports to its investors 
or to file such reports with the Commission as required by 
the Investment Company Act of 1940. 


In addition the complaint seeks the appointment of a re- 
ceiver to take control of defendant, manage and preserve its 
assets, and render an accounting of the assets to the court. 





Litigation Release No. 6360/May 8, 1974 


SECURITIES AND EXCHANGE COMMISSION v. 
| RICHARD TREIBICK, et al. 






72 Civil Action No. 427 (S.D.N.Y.) 


The Division of Enforcement of the Securities and Exchange 
Commission, announced that defendants Richard Treibick, 
M. Williarn Grossman and Frederic Gregg, Jr. and entities 
with which they were associated have, as a consequence of 
securities transactions occurring in 1968 and 1969, con- 
sented to the issuance of permanent injunctions in this ac- 
tion which enjoined said defendants from, among other 
things, further violating the registration provisions of the 
Securities Act of 1933 in connection with the purchase and 
sale of the securities of certain corporations of which they 
were active shareholders. As part of the relief imposed, 
Treibick and Grossman are required to furnish the Commis- 
sion with a current listing of their securities transactions for 
a prescribed period for review. 


In addition, Grossman and Gregg were enjoined from fur- 
ther violating the anti-fraud and reporting requirements of 
the Securities Exchange Act of 1934. 


For further details, see Litigation Releases 5303 and 4412. 





Litigation Release No. 6361/May 8, 1974 


SEC v. ROYAL AIRLINE, INC., et al. 
(S.D. CALIF Civil Action No. 74-202-N) 


Donald J. Stocking, Administrator of the Denver Regional 
Office of the Securities and Exchange Commission an- 
nounced that on May 2, 1974 a complaint was filed in the 
United States District Court in San Diego by the Commis- 
sion seeking injunctive relief and alleging violations of the 
registration and antifraud provisions of the Securities Act 
of 1933 and the antifraud provisions of the Securities Act 
of 1933 and Securities Exchange Act of 1934. The com- 
plaint alleges that Royal Airline, Inc., International Re- 
gistrar and Transfer Agency, Inc. (Nevada corporations), 
Robert M. Bryson and John F. McCarthy of La Jolla, Cali- 
fornia, Ted A. England and Benny Lipson of Las Vegas, 
Nevada, Gerard F. Lewis of Rancho Santa Fe, California, 
Harry Margulies and Marvabelle M. Wimmer of Murray, 
Utah, Michael J. Orme, Richard E. Shores, Karl Stock 
Smith, Michael F. Steed, and John E. Worthen, aka John 
Walton of Salt Lake City, Utah, Roger H. Quast of El Cajon, 
California, Herbert Segaloff of Los Alamitos, California, 
Stephen B. Walker of Portland, Oregon and Curtis W. Wilken 
of Ogden, Utah violated the registration and antifraud pro- 
visions in the sale of securities issued by Royal Airline, Inc. 
It further alleged that David E. Lobato of Salt Lake City 
violated the antifraud provisions in the sale of Royal Air- 
line, Inc. securities. 


A motion for a preliminary injunction in this matter has 
been set for May 28, 1974 before the Honorable Leland C. 
Neilsen, Judge of the U.S. District Court in San Diego. 





Litigation Release No. 6362/May 8, 1974 
U.S. v. ROLAND A. MAYOTTE 
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William D. Keller, U.S. Attorney for the Central District of 
California, Gerald E. Boltz, Regional Administrator of the 
Securities and Exchange Commission in Los Angeles, and 
Floyd Gilbert, Regional Administrator of the Securities and 
Exchange Commission in Boston, announced that on April 
29, 1974 Roland A. Mayotte entered a plea of nolo con- 
tendere to two counts charging him with violations of Sec- 
tion 10(b) of the Securities Exchange Act of 1934 and Rule 
10b-5 thereunder and Section 37(a) of the Investment Com- 
pany Act of 1940. Mayotte also plead guilty to two counts 
involving a check-kiting scheme. 


Mr. Mayotte had been indicted on Wednesday, April 24, 
1974 by a Federal Grand Jury in Los Angeles with respect 
to the securities counts and in August 1973 with respect to 
the check-kiting scheme. 


The indictment stems out of a series of transactions during 
the period December 1971 to March 1972 involving the 
Mutual Securities Fund of Boston of which Mr. Mayotte 
was the Chairman of the Board. The indictment charges 
that Mr. Mayotte caused the Fund to purchase stocks in 
which he had a financial interest and received approximate- 
ly $30,000 for doing so. 


Following receipt of the pleas the Honorable Albert Lee 
Stevens fined Mayotte $5,000 on one securities count and 
suspended sentence on the other and placed him on proba- 
tion for two and one-half years. In considering the sen- 
tence, Judge Stevens took into account the fact that Mayot- 
te had made restitution with the Fund in the amount of 
$50,000. 


Mayotte received a similar sentence with respect to the 
check-kiting scheme, a $2,400 fine and two and one-half 
year probation. 








TRUST INDENTURE ACT 





TRUST INDENTURE ACT OF 1939 
Release No. 362/May 7, 1974 


The Securities and Exchange Commission has issued an 
order under the Trust Indenture Act (‘“Act’’) on application 
of Pacific Gas and Electric Company, exempting its First 
and Mortgage Bonds, Series 74A, due June 1, 2006 from 
certain provisions of the Act. 
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